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PREFATORY REMARKS

G o v e r n m e n t C o m m e rc ia l co n cern s, th e  a cco u n ts  o f  w h ic h  a re  

s u b je c t  to  a u d it b y  th e  C o m p tro lle r  a n d  A u d ito r  G e n e ra l, f a l l  u n d er 
th e  fo llo w in g  c a te g o rie s: —

(i) S ta tu to r y  C o rp o ratio n s.

(ii)  G o v e r n m e n t C o m p an ies.

(iii) D e p a r tm e n ta lly  m a n a g e d  C o m m e rc ia l U n d e rta k in g s .

2. T h e  fu n d s  o f  th e  C o rp o ra tio n s a n d  C o m p a n ie s  are  se p a ra te  fro m  

I h e  C o n s o lid a te d  F u n d  o f  th e  G o v e r n m e n t o f In d ia . H o w e v e r, u n d e r 

th e  r e le v a n t  p ro v is io n s  in  th e  r e s p e c tiv e  A c ts  o f  th e  C o rp o ra tio n  o r 

u n d e r th e  In d ia n  C o m p a n ie s  A c t, th e ir  acco u n ts  a re  s u b je c t  to  th e  
sc ru tin y  o f  th e  C o m p tro lle r  a n d  A u d ito r  G en e ra l.

3. T h u s  in  re s p e c t  o f th e  A ir  In d ia , th e  In d ian  A ir l in e s  C o rp o ra tio n  

■and th e  O il  a n d  N a tu r a l G a s  C om m ission , th e  C o m p tro lle r  a n d  

A u d ito r  G e n e ra l is  th e  so le  a u d ito r, w h ile  in  o th e r  cases l ik e  th e  
In d u s tr ia l F in a n c e  C o rp o ra tio n  h e  h a s th e  r ig h t to  co n d u ct th e  a u d it 
o f th e  c o n ce rn  in d e p e n d e n tly  o f th e  a u d it co n d u cted  b y  th e  p ro fe s­
s io n a l a u d ito rs  a p p o in te d  u n d e r  th e  A c t .

4. In  th e  ca se  o f  G o v e r n m e n t C o m p a n ie s  he co n d u cts a u d it s c ru tin y  

o v e r  a n d  a b o v e  th e  a u d it co n d u cted  b y  p ro fe s s io n a l au d ito rs, a p p o in ted  

b y  th e  C e n tr a l  G o v e r n m e n t on  h is a d vice . T h e  C o m p tro lle r  a n d  

A u d ito r  G e n e ra l c a rr ie s  o u t a  su p p le m e n ta ry  o r te st-a u d it o f th ese  

a cco u n ts  a n d  g iv e s  h is  co m m en ts u p o n  or su p p le m e n ts th e  re p o rt su b ­

m itte d  b y  the^ p ro fe ss io n a l au d ito rs. T h e  C o m p a n ie s  A c t  a lso  
e m p o w e rs  th e  C o m p tro lle r  a n d  A u d ito r  G e n e ra l to  issu e  d ir e c tiv e s  to 

th e  A u d ito rs  in re g a rd  to  th e  p e rfo rm a n c e  o f  th e ir  fu n ctio n s. In  
M arch , 1962, su ch  d ir e c tiv e s  w e r e  issu ed  b y  h im  to  th e  p r iv a te  a u d ito rs  

fo r  lo o k in g  in to  c e r ta in  sp ecific  asp ects o f  th e  w o rk in g  o f  

G o v e r n m e n t C o m p an ie s. T h e  im p o rta n t p o in ts co n ta in e d  in  th e  

sp e c ia l re p o rts  re c e iv e d  fro m  th ese  a u d ito rs  h a v e  b e e n  m e n tio n e d  in  

p a ra  X X  o f  C h a p te r  II  a n d  a lso  re fe r re d  to  w h e r e  n e c e ss a r y  in  th e  

co m m en ts r e la t in g  to  in d iv id u a l con cern s.

5. T h e  re c e ip ts  a n d  e x p e n d itu re  a n d  tra n sa c tio n s  r e la t in g  to  

D e p a rtm e n ta l U n d e rta k in g s , fo rm  p a rt  o f  th e  C o n s o lid a te d  F u n d  o f  
In d ia , a n d  th e  C o m p tro lle r  a n d  A u d ito r  G e n e ra l is  re sp o n sib le  fo r
their audit.

( i i i )



(  i v  )

6 A s  u s u a l,  a  g e n e r a l r e v ie w  o f  a l l  c o n c e rn s  f a l l in g  u n d e r  e a c h  o f  

th e s e  c a te g o r ie s  a n d  a  m o re  c o m p r e h e n s iv e  r e v ie w  o f  th e  w o r k in g  o f  

so m e  o f  th e  C o n c e r n s  a re  in c lu d e d  in  th e  f o l lo w in g  c h a p te rs . S im p li­

f ie d  proform a  a c c o u n ts  o f  so m e  o f  th e  G o v e r n m e n t  D e p a r tm e n ta l 

U n d e r ta k in g s  h a v e  a lso  b e e n  a n n e x e d .



C H A P T E R  I

S T A T U T O R Y  C O R P O R A T I O N S

I. I N T R O D U C T I O N

In  th e  y e a r  1962-63 n o  n e w  C e n t r a l  G o v e r n m e n t C o r p o r a tio n  w a s  

■formed. T h e r e fo r e , th e  sa m e  fiv e  C o rp o ra tio n s  c o n tin u e d  u n d e r  th e  

a u d it  o f  th e  D ir e c to r  o f  C o m m e r c ia l  A u d it  d u r in g  th is  y e a r  a lso .

2. C o m p a r e d  w it h  th e  p r e v io u s  y e a r , th e  p a id  u p  c a p ita l  o f  f o u r  o f  

th e s e  C o r p o r a tio n s  (i.e . e x c lu d in g  O il  a n d  N a tu r a l G a s  C o m m issio n )  

in c r e a s e d  fr o m  R s. 32 • 18 c ro r e s  to  R s. 35-0 1 c ro re s . L o a n s  a lso  in c r e a s -  

■ed f r o m  R s. 70-99 c ro r e s  to  R s. 84 -14  cro res . T h e  m a x im u m  a m o u n t 

o f  lo a n  w a s  to  th e  I n d u s tr ia l  F in a n c e  C o r p o r a tio n  w h ic h  a m o u n te d  to  

B,s. 55-18 c ro r e s  u p to  30th J u n e , 1963. In  1962-63 th e s e  fo u r  C o r p o r a ­

t io n s  g a v e  a  to ta l  r e tu r n  o f  R s. 7-01 c ro r e s  as c o m p a re d  w it h  R s. 3-66 

c r o r e s  d u r in g  th e  p r e v io u s  y e a r ,  th e  p e r c e n ta g e  o f  r e tu r n  o n  to ta l 

■capital e m p lo y e d  b e in g  5-76 a n d  3 '5  re s p e c tiv e ly .

3. T h e  f in a n c ia l p o s itio n  o f  th e s e  fo u r  C o r p o r a tio n s  a s  on  3 1st 
M a r c h , 1963 is  in d ic a te d  in  A n n e x u r e  ‘A ’. In  r e s p e c t  o f  O il  a n d  

N a tu r a l  G a s  C o m m issio n , o n ly  th e  f ig u r e s  fo r  1961-62 h a v e  b e e n  g iv e n  

s e p a r a te ly  as th e ir  a c c o u n ts  fo r  th e  y e a r  1962-63 h a v e  n o t y e t  b e e n  

r e c e iv e d .

4. W orking Results.

(i) A ir  India.— T h is  C o r p o r a tio n  m a d e  a p ro fit o f  R s. 234-78 la k h s  

d u r in g  1962-63 as a g a in s t  R s. 38 86 la k h s  in  th e  p re v io u s  y e a r . I f  th e r e  
W as n o in te r e s ''■ h o lid a y  on  th e  lo a n  (v ide  p a ra  5 ( i)  b e lo w )  th e  p ro fit  

W ou ld  h a v e  b e e n  o n ly  R s. 174-75 la k h s .

( ii)  Indian A irlines Corporation.— T h e  n e t p ro fit  o f  th e  C o rp o ra tio n  

in c r e a s e d  to  R s. 60-91 la k h s  d u r in g  1962-63 as a g a in s t  R s. 7-88 la k h s  

in  1961-62. I f  in te r e s t  w a s  p a y a b le  on  th e  lo an  (vide  p a ra . 5(i) b e lo w )  

th e  p ro fit  w o u ld  h a v e  b e e n  r e d u c e d  to  R s. 15-53 la k h s .

(iii)  Central W arehoiiAng Corporation.— D u r in g  1962-63, th is  C o r­
p o r a tio n  in c u r r e d  a  lo ss  o f  R s. 2-20 la k h s  as a g a in s t  a  doss o f  R s . 2-03 

la k h s  in  1961-62.

( iv )  Industrial Finarwt Corporation.— D u r in g  th e  y e a r  1962-63 th e  

C o r p o r a tio n  e a r n e d  a  p ro fit  o f  R s. 167-62 la k h s  a s  a g a in s t  R s. 128 -71 
la k h s  in  1961-62.



(v )  Oil and Natural Gas Com m isAon .— S o m e  d e ta ils  o f th e  w o r k in g  

o f  th is  C o r p o r a tio n  h a v e  b e e n  g iv e n  in  p a ra  II.

5. B e s id e s  m a k in g  in v e s tm e n t in  th e  fo rm  o f  c a p ita l a n d  g r a n tin g  

lo an s, th e  G o v e r n m e n t h a v e  a lso  g iv e n  th e  fo l lo w in g  fa c il it ie s  to  th e se  

C o r p o r a t io n s : —

(i) W a iv e d  in te r e s t  u p to  1s t O c to b e r, 1966 on lo a n s  g iv e n  to  

A i r  In d ia  a n d  In d ia n  A ir lin e s  C o rp o ra tio n . T h e  to ta l 

a m o u n t o f  in te re st  so  w a iv e d  u p to  3 1s t M arch , 1963 in  th e  

case  o f  A i r  In d ia  w a s  R s. 196-60 la k h s  a n d  th a t  in  th e  c a s e  

o f In d ia n  A ir l in e s  C o rp o ra tio n  w a s  R s. 262-14 la k h s .

( ii)  G u a ra n te e d  m in im u m  d iv id e n d  in  th e  case  o f I n d u s tr ia l F in ­
a n c e  C o r p o r a tio n  a n d  C e n tr a l W a re h o u sin g  C o rp o ra tio n . In  

th e  ca se  o f  I n d u s tr ia l  F in a n c e  C o r p o r a tio n  th e  d iv id e n d  h a s 

b e e n  g u a r a n te e d  @  2|- p e r  cen t, o n  th e  f irs t R s. 5-00 c ro re s  

o f  th e  p a id  u p  c a p ita l a n d  a t  4 p e r  c e n t . 'o n  th e  re m a in in g  

R s. 2-00 cro res . F o r  th e  C e n tr a l  W a re h o u s in g  C o rp o ra tio n  

th e  d iv id e n d  h a s  b e e n  g u a r a n te e d  @  3 k p e r  cen t. U p to  31st 

M a rch , 1963 G o v e r n m e n t h a v e  p a id  R s. 26-60 la k h s  to  th e  
C e n tr a l W a re h o u sin g  C o rp o ra tio n  a g a in s t  th e se  g u a r a n te e d  

d iv id e n d s .

(iii)  G u a ra n te e d  lo a n s o f  R s. 4-81 c ro re s  a n d  R s. 28-24 cro res  
ra is e d  b y  A i r  In d ia  a n d  In d u s tr ia l F in a n c e  C o rp o ra tio n  

r e s p e c tiv e ly .
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A N N E X U R E  

S U M M A R I S E D  F I N A N C I A L

Date of
SI. Name of the formation 
No Corporation of .
 ̂ Corporation

Paid up 
Capital

Free
Loans Reserves 

as on 
31-3-62

Total
Capital

employed

1 2 3 4 5 6 7

M IN ISTRY OF TRANSPORT 

I .  Air India • • • ^"^"53 13,40=82 18,22,04* 27,67 31,90,53

2. Indian Airlines Corporation 1-8-53 10,73,99 10,73,99* 20,38 21,68,36

T otal 24,14,81 28,96,03 48 ,05 53,58,89

M IN ISTRY  OF FOOD AND 
AGRICULTURE

3. Central Warehousing Cor-
poration ■ • • March, 57 3,85.97 3,85,97

T otal 3,85,97 3,85,97

M INISTRY OF FINANCE

4. Industrial Finance Corpo- 1-7-48 
ration.

7,00,00 55,17,62 2,06,81 64,24,43

T otal 7,00,00 55,17,62 2,06,81 64 ,24,4 3

m i n i s t r y  OF PETROLEUM  
AND CHEMICALS

5. Oil and Natural Gas Com­
mission.

Grand T otal 
(of items i  to 4)

Figures for the year 61-62

35,00,78 84,13,65 2,54,86 1,21,69,29

32,18,42 70,98,97 2,34,69 1,0 5 ,5 2 ,c8

Fiffures for the year 60-61 • 24,98,45 62,06,86 1,63,92 88,69,23

Oil and Natural Gas Commis­
sion (for the year ending 
31st March, 1962).

35,67,76

-

35,67,76



‘ A ’

RE SU LTS O F  1962-63. (Rupees in thousands) „

Block
Assets
(Net)

Deprecia- Proflt(+) 
tion Loss(— )

Interest Total 
on loans Return

Percentage 
o f total 

return on 
capital 

employed

Remarks

8 9 10 I I  12 13 14

19 7̂5^44 5,37,20 (+)2,34,78 32,70 ( + ) 2,67,48 8.4 *Loan o f  Rs. 
13,40,81,737 is 
free o f interest upto 
1- 10- 1966.

I°)05)3I 6,30,33 (+)6o,9I (+ )6 o,9I 2 -1 *F reeof interest upto 
1- 10- 1966.

29,80,75 11,67,53 (+>2,95,69 32,70 (-f-)3,28,39

73>3i 1,82 (---)2,20

9

(— )2,20

73,31 1,82 (—)2,20 (— )2,20

1,13 1,46 ( + ) i , 67,62* 2,07,55 (+ )3 ,75,17 5-84 *This includes R s . 
84 ■ 95 lakhs on 
account o f  pro­
vision for taxation.

1,13 1,46 ( + ) i , 67,62 2,07,55 (+)3,75,I7

1962-63 not yet received.............

3°,SS,I9 1 1 ,70,81 ( + ) 4,6 i , i i 2,40,25 ( - f ) 7,o i ,36

28,16,74 12,21,82 (+  ) i ,73,42 1 ,92,13 (+)3,6S,55

23,43,88 12,48,17 ( + ) 2,09,8o 1 ,84,99 (+ )3 ,94,79

8 ,0 1 ,1 7 2,08,23 . . The excess o f  expen­
diture over Income 
amounts to R s . 
1 4.80  crores upto 
31- 3- 1962.



II. OIL. &  N ATURAL G AS COMMISSION

As a result of the recommendations of a team of Foreign Experts 
who submitted a comprehensive plan for the exploration of Oil in 
India, the Oil and Natural Gas Commission was formed on 14th 
August, 1956 under the control of the Ministry of Natural Resources 
with the Minister of Natural Resources as Chairman, On October 15, 
1959 by an Act of Parliament the Oil and Natural Gas Commission 
was made a statutory body.

2. Capital.—The non-recurring expenditure incurred by the Com­
mission prior to its conversion into a statutory body (i.e. upto 14th 
October, 1959) was treated as initial capital of the Commission.

Under Section 16(2) of the Oil and Natural Gas Commission Act, 
further capital is to be provided to the Commission by the Central 
Government from  appropriations made in this regard, on such terms 
and conditions as Government may determine. Since then the 
Government have provided additional funds to the Commission from 
time to time. The terms and conditions governing the issue of addi­
tional funds which now amount to Rs. 52-04 crores (whether they 
should be treated as equity capital or loan) have not so far been 
settled.

3 Pilot Plant.—A  Pilot Plant for refining heavy crude was 
installed by December, 1962 at a cost of Rs. 1-89 lakhs. The plant, 
however could not be put into operation to date for want of some 
accessories, as well as due to the uncertainty of the future of the field. 
The Plant was also not found suitable for bemg put to alternative 
use It was, therefore, decided on 11th April, 1963 that this Plant 
should be abandoned. The expenditure of Rs. 1-89 lakhs on the Pilot 
Plant less salvage value of Rs. 0-60 lakh (approximately) has thus 
been rendered infructuous.

4 Delay in the submission oj Accounts.— Under the rules the 
annual accounts of the commission duly signed by the Members of 
the Commission together with the Borad’s certificate and report 
thereon are required to be submitted to the ^overm nent by
the end of February of the following year to which the accounts 
relate. The accounts of the Commission were, however, finahsed and 
approved by the Commission on the following dates:

1 9 5 9 - 6 0  . . • • • 30 - 12 - 1 9 6 1 .

1 9 6 0 - 6 1  ........................................................ 2 1 - 2 - 1 9 6 3 .

1 9 6 1 - 6 2  ........................................................ 2 4 - 1 0 - 1 9 6 3 .
1962-6 3 .......................................Not yet finalised.



5. Accounting Manual.—^The Commission has no Accounting 
Manual laying down the procedure for the maintenance and compila­
tion of accounts on commercial lines and defining the duties and 
responsibilities at various levels. It is understood that the compila­
tion of the Manual is in progress.

6. Stores.— (a) During the year 1961-62 the physical verification 
of stores was conducted imder the supervision of the employees 
belonging to the stores organisation in contravention of the Rule 
17 (i) o f the Oil and Natural Gas Commission Rules, 1960 which pres­
cribes that such verification should be conducted by the employees of 
the Commission other than those belonging to the Stores organisation.

The results of physical verification and the progress of settlement 
of discrepant items are given as below: —

Year Total Discrepant items Outstanding items
No. of (July, 1963)
items
in

stock.
Short Excess Short Excess

No. Value. No. Value. No. Value. No. Value.

Rs. Rs. Rs. Rs.

1960-61 10181 198 40260 122 173315 198 40260 122 173315
I3S I-62 37935 1544 2456030 883 1071558 1237 2202178 652 972699

1962-63 65813 26 7 0  . .  3155 •• 1983 2183
(Value not given for 1962-63)

No physical verification was conducted in respect of the capital 
stores which were issued to the various drill sites. The value of such 
stores is stated to be appreciable.

(b) The physical verification of stores in respect of two units was 
not conducted at all.

(c) The purchases of imported stores and spares, the value o f 
materials taken on charge and the value of materials not linked with 
invoices during the last 3 years ending 31st March, 1962 are indicated 
below:

(Position as on 15-11-1963) 

(Rupees in lakhs)

Total payments Value of Value of
Year materials materials not

invoices. taken on linked with
charge. mvoices.

1959-60 ...................................................  338*51 324'79 13-72
1960-61 ...................................................  411-95 354-47 57-48
1961-62 .......................................................  517-47  , 312-53 20 4 .9 4



The value of stores received upto 31st March, 1962 but not yet 
<15th November, 1963) linked with the invoices is Rs. 204-94 lakhs 
•This would indicate that the stores ledgers are incomplete to tnat

€ x t 0Ht
(d) The Directorates of Geophysics of three stations do not main­

tain any stock ledgers at all. The store ledgers recording all pur- 
:chases of non-consumable stores are not properly maintained in most
cof the store formations.

(e) The distributor’s registers meant for temporary issues on l o ^  
to contractors etc., were also not maintained properly in most of the 
projects. In some of the projects these registers were not maintained 
at all Due to the non-maintenance o r  incompleteness of these 
registers it is not easy to find out which items are still on loan and 
which have been returned.

Maximum and minimum limits for stores have not yet been fixed.
It has been stated that these are under examination.

7 Loss of interest and commisAon due to non-furnishing of a 
gnarantee.-V nder  an agreement with a foreign firm the Commission 
is required to open letters of credit with the State Bank of India for 
the fu ll value of the supply of equipment, materials etc. These letters 
of credit are valid upto 2 years. Till December, 1962 the Commission 
was depositing 100 per cent value of the credit in advance with the
bank, before opening letters of credit.

In  June, 1962 at the instance of Audit, the Commission approached 
the State Bank of India for extending the facility of accepting

rn T w itfth "^  SlfagfeSt.

X d s  been taken from the very beginning a l o s s  of interest ot 
Rs 7-40 lakhs approximately on 15 letters of credit aggregating 
Rs. 365-70 lakhs opened during August, 1960 to March, 1963
have been avoided.

In addition, the Commission had also not been able to secure the 
benefit of the reduced rate of commission where Governments 
counter-guarantees are available.

8 Infructum s expenditure on the hiring of accommodation -T h e  
s h i p m e n C o f  the c L m is s io n  are cleared through the Director 
General, Supplies and Disposals, who charges 1 per cent, of the



Invoices Value which covers also storage of equipment for one monthi 
free of charge. The Commission had, however, hired in Septemb^,. 
1960 a building at an expense of Rs. 17,350 per month (including salary 
of staff at Rs. 6,000 per month). A  review of the shipments received, 
revealed that in respect of 90 per cent of the equipment, despatch- 
instructions were received in time and the material could have been 
straightaway sent from dock to the destinations. The balance of 10 
per cent, could have been stored in the Director General, Supplies and. 
Disposal’s godown. The hired godown was in occupation of the 
Commission from 20th September, 1960 to 30th September, 1962 on 
Which date it was closed down. A  total expenditure of Rs. 4-22 lakhs- 
Was incurred on running this godown.

9. Avoidable expenditure on purchase of cranes— Two 18 tons 
capacity cranes purchased at a cost of Rs. 3-16 lakhs through the 
India Supply Mission were received by the Project on 22-4-1960. It. 
was then noticed that the hook block suppUed with the cranes was of 
10 tons capacity only instead of 18 tons. It is stated that the originaJ' 
offer of the firm was only for 10 tons capacity hook block, which was 
not detected at the time of considering the offers. As a result, two 
hook blocks of 18 tons capacity were ordered at a cost of Rs. 3,931 but 
have not been received so far. In the absence of a suitable crane to 
lift heavy equipments, the Commission had to hire two cranes of 
20 tons capacity and an extra expenditure of Rs. 2-07 lakhs was- 
incurred on them upto June, 1962. No responsibility for the loss has. 
been fixed so far.



OTHER TOPICS OF INTEREST

III. INDIAN AIRLINES CORPORATION

Avoidable expenditure of Rs, 2,30,000 on Rationalisation of Shifts. 
The Indian Airlines Corporation decided to rationalise the shift system 
and entered into an agreement with the All India Aircraft Engineers 
Association in May, 1961 to pay increased rates of shifts allowance in 
order to increase productivity and to eliminate any restrictive and 
wasteful practices in the shape of idle time and over time payments. 
As per this agreement the increased rates were payable only from 
the date of rationalisation of shifts. The shifts in Bombay, Calcutta 
and Delhi Areas were rationalised on different dates between 13th 
April, 1962 and 6th May, 1962 but the shift allowances at increased 
rates were paid with retrospective effect from 1st May, 1961. Because 
of this, the Corporation had to incur ah additional expenditure of 
.about Rs. 2,30,000.

10



C H A P T E R  n

GOVERNMENT COMPANIES
IV. INTRODUCTION

(a) There were 46 Companies with 2 subsidiaries as on 31st March, 
1963, under the administrative control of 12 Ministries.

During the year 1962-63 the paid up capital of these companies 
increased from Rs. 614-97 crores to Rs. 743-28 crores and the loan 
taken from Rs. 459-41 crores to Rs. 526-77 crores. After taking i^to 
consideration the free Reserves, the total capital employed increased 
from Rs. 1090-75 crores to Rs. 1294-11 crores.

The net result of operation of all these Companies showed a loss 
of Rs. 12-38 crores during this year as compared to the loss of Rs. 10-60 
crores in the previous year. The main reason for the increase in loss, 
is the increased loss in this year of Hindustan Steel Limited (actual 
loss Rs. 23-91 crores against a loss of Rs. 19-47 crores in the previous 
year).

The break-up of the paid-up capital of these companies according 
to the investments made by the Central Government, State Govern­
ments and Private parties as on 31st March, 1963 was as im der;—

(Rs. in thousands) 

Paid-up capital.

Companies fully owned by 
Central Govt. (excluding 
subsidiaries)

Companies jointly owned 
by C^atral and State Govts. 
Companies jointly owned 
oy Central Govt, and pri­

vate parties

(4 ) Companies jointly owned 
by Central Govt. State 
Govts. & private parties •

T o t a l

No. Centre State Private
parties

Total

35 707,15,11 707,15,11

3 20,14,92 ij68,o8 21,83,00

4 3>ii>33 68,11 3,79,44

4 6,98,79 2,51.63 99,64 10,50,06

46 737,40,15 4^19.71 1,67,75 743,27,61

As on 31-3-1963, an amount of Rs. 71-29 crores was recoverable, by 
all these companies taken together, from their respective customers. 
In the case of 29 companies, a sum of Rs. 6-64 crores was outstanding

that day for over a year. 
37k. 11



The financial results of these companies including subsidiaries as 
on 31-3-1963 is given in Annexure ‘B’ .

In addition to making investments in the form of equity capital 
and grant of loans, the Government have also: —

(i) (a) Granted “ Interest holiday” on loans amounting to 
Rs. 357-10 crores in the case of Hindustan Steel Ltd., upto 31-3-1962. 
The recovery so waived amounts to Rs. 39-71 crores.

(b) Granted moratorium for two years in respect of re-payment 
of loan of Rs. 3 crores to Indian Oil Company.

(c) Granted moratorium for 2 to 3 years in respect of re-pay­
ment of loan of National Coal Development Corporation Ltd. of 
Rs. 5-92 crores.

(ii) Apart .from the concessions mentioned above subsidies have 
been granted to some companies for meeting operational deficits, 
organising fairs in foreign countries, maintenance of hospitals and 
inL stria l housing schemes. During 1562-63 six c o m p a n i e s  received 
subsidies aggregating Rs. 222-62 lakhs. The cumulative total of the 
subsidies paid by Government upto 31-3-1963 was Rs. 1201-40 lakhs.
S .  companywise details are in Annexure‘C . The major portion 
of the subsidies were, however, received by the following com-
panies :—

Ci) Hindustan Shipyard • Rs. 1 meeting deficits.
(2) National Industrial Develop- Rs. 54 la^ns. r

ment Corpn. Ltd.
, T j -,-,n lakhs For promotional activities and

(3) National Small Industries Rs. 2 9 . ggoj-essional rate of
Corpn. Ltd. interest, etc.

(iii) Guaranteed loans amounting to Rs. 29-79 crores raised by 
13 companies.

(b) D ividend

34 companies out of 46 showed a profit of Rs. 18-66 crores during 
1962-63. before providing for taxation. Out of these 
‘Annexure D ’ declared dividend amounting to Rs. 154 32 lakhs 
which represents 6-4 per cent of the paid up capital of these com­
panies This works out to 0-2 per cent, on the total paid up capital 
of R s.‘743-28 crores of all the Government J J e  ’remain­
ing 12 companies showed a loss of Rs. 31-04 crores. o which Rs. 29- 28 
J o r e s  pertains to 3 companies, Hindustan Steel Limited H e a j  
Electricals (India) Ltd. and Neyveli-Lignite Corporation Limite 
The net result for the year taking all Ihe forty-six companies to^- 
waa a loss of Rs, 12-38 crores.

12
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14
ANNEXURE

SUM MARISED FIN ANCIA L

Date Paid up Loans 
SI. Name of the Company of Capital eserves
N o. mcorpo-

ration.

as on employed 
31-3-62

I 2 3 4 5 6 7

M inistry o f  Industry 

I .  Nahan Foundry Limited . 20-10-52 40,00 7,50 1,76 49,26

2 . Hindustan Insecticides 
Limited 12- 3-54 97,00 25,33 77,24 1,99,57

3 . National Instruments 
Limited 26-6-57 1,05,96 20,00 2,05 1,28,01

4 .  Hindustan Salts Limited 
(year ending 30-6-1962) . 12-4-58 1,67,25 1,67,25

5. Hindustan Cables Limited 4-8-52 1,60,47* 1,19,00 38,03 [ 3,17,50

6 . Hindustan Antibiotics 
Limited 30-3-54 2,47,26 3,00,75 5,48,01

7 . National Small Industries 
Corporation Limited 4-2-55 50,00 6,54,78 1,32,72 8,37,50

8, National Newsprint and 
Paper Mills Limited 25-1-47 4,94,52* 66,00** 4,18 5,64,70



:i5

• B >

r e s u l t s  o f  1962-63

(Rupees in thousands) '

Block Deprecia- Profit(+) Interest Total
Assets tion Loss(—) on loans Return
Net to-date

Percentage 
of total 

return on 
capital 

employed

Remarks.

13 14

11,5 4  M s (—)5.38

7i,!S9 59,82 (-i-)43,42

53,72 24,09 (4-)ii,83

1,01,71 38,22 ( + ) i 5,88

34 (—)5,04

1,14  (+)44>56

91 (-l-)i2,74

. .  ( + ) i 5=88

3,92,25 1,36,32 ( + ) i ,39 ,6o . .  (+)i,39,6o

1,47,3s 2t,85 ( f)i4,7i 22,88 ( + )37,59

3, l 5,io  2,23,93 ( +  )50>49 •• C + )50,49

2 2 .3

9-9

9-5

1 ,2 7,17  7 x,8i (+)39,'’4 3,8s (+)43,59 13-7

This includes Rs.
15 lakhs on ac­
count of share 
application mo­
ney given by 
Central Govt.

The date of closing 
of the financial 
year of the com­
pany has been 
changed from 
30th June to 30th 
September. Hence 
the figures for 
the period endmg 
30-6-62 have been 
taken.

*This includes Rs. 
17 lakhs as ad­
vance by Govt, of 
India towards 
share capital re­
ceived on 18-3-63.

2 5 .5

4-5

8 .8  ‘ ‘ Interest free
from Govt. of 
Madhya Pradesh 
secured against 
Factory and
Office building 
and Mill Water 
Works.

♦Includes Rs. 
4,30,978 bcmg 
the amount re­
ceived on for­
feited.
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I  2 3 4 5 6 7

9 . Hindustan Photo Films 
Manufacturing Company 
Limited .  • • 30-11-60 1,65,00

1,65,00

10. H i n d u s t a n  Organic ___
Chemicals Ltd. 12-12-60 1,22,00 • •

1 , 22,00

I I .  Indian Drugs and Phar- ,
maceuticals Ltd. • 5-4-61 3,80.00 • •

3,80,00

12. RehabiUtation Industries
Corporation Limited ■ 13-4-59 85,00  8i,oo • •

1 , 66,00

13. National Industrial De­
velopment Corporation c  co 
Limited . • • 20- 10-54 45,00 9,73,53 10,18,53

T o t a l  • • ■ 21,59,46 I 9,47, i 4 5 , 5 6 , 7 3 4 6 , 6 3 , 3 3

Ministry o f  International 
Trade

14. State Trading Corporation ,
o f  In d ia  L im ite d  • 1 8 -5 -5 6  2,00,00

6,52,12 8,52,12

15 . Export Credit and Gua­
rantee Corporation 
Limited (Year ending
31-12-1962.) 30-7-57 50,00 4,70 54,70

T o t a l  • 2,50 ,0 0 6,56,82 9,06,82
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8 9 10 IT 12 13 14

2 .49 j 86 1)09 ( + ) l 6 ^ + )I6 Q.I The Company has 
not gone into 
production. Pro­
fit has been made 
on the sale of im ­
ported films.

60 ,25 70  (— )8,23 (— )8 ,2 3 * ‘ Expenditure of 
Rs. 8 ,5 4 ,0 13  in­
curred during 
construction is to 
be allocated to 
fixed assets or to 
be written off.

25,70 3.59  (— ) 3°)25 (— )30.^5

9,36 6 7  ( - ) I )37 2,68 ( + ) I , 3 I 0 .8

87 34  (— )3 I * 40 ,28 ( + ) 39)97 3-9 ‘ This deficit is 
recoverable from 
Government 
grant.

15)67,8 0 5,90 ,8 8  (-f-)2 ,70 ,2 9 72,0 8  ( + ) 3 , 4 2 ,3 7

8 ,16 9,02 ( + ) 4)36)23 ( +  )4)36)23 5 1 - 2

52 40  ( + ) 4, 85* ( + ) 4)8S 8 .8 6 ‘ Includes Rs. 
4,54,409 for Re­
serve for unexpir­
ed Risks.

8,68 9)42 (+)4;4i,o8 (+ )4 ,4 i,c S
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I 2 3 4 5 6 7

Ministry o f  Defence

16. Mazagon Dock Limited . 26-2-34 73,00 75,00 14,87 1,62,87

17. Bharat Electronics Limit­
ed.

21-4-54 5,21,25 1,00,00 11.94 6,33.19

18. Garden Reach Workshops 
Limited 26-2-34 80,00 65,00 45,12 1,90,12

19. Hindustan Aircraft Limi­
ted . . • • 23-12-40 20,00,00 3,27,12 74.04 24,01,16

20. Praga Tools Corporation 
Limited 28-5-43 1,50,54* 20,00 2,27 1,72.81

T o t a l 28,24,79 5,87,12 1.48,24 35.60,15

Department o f  Atomic 
Energy

21. Indian Rare Earths Limi­
ted • • •  • 18-8-50 1,00,00 45 1.00,45

22. Travancore Minerals 
Limited 30-10-56 50,00 20,57 70,57

T o t a l ri,50,oo 21,02 1,71,02

M inistry o f  Home Affairs

23. Sirmur Land Produce 
Syndicate Limited • 19-3-45 f2,58 •• •• 2,58

T o t a l 2,58 2,58

Ministry o f  Finance

24. FUm Finance Corporation 
Limited . . . • 25-3-60 50,00 I 50,01

T o t a l 50,00 I 50,01
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8 9 10 I I  12 13 14

38,54 61,79 ( + ) 24,y 8 3,09 (+ )27 ,87 1 7 . I

2.5 t ,97 1,39,88 (+)46,86 3,52* (+ )50,38 7.9 6 ♦Includes Rs. 
2,79,213 towards 
interest charges 
for the period
upto 31- 3-1963
accrued but not 
due for payment.

51,36 74,14 ( + ) i 2,5 o 2 ,6 9  ( + ) i 5 ,2 9 8.04

14.13.49 5,44.75 (+ )94,40 14,72 ( + ) I ,09, I 2 4*5

69,31 63,08 (+ )3 4 1,20 (+ ) i ,5 4 0 .9 ♦Includes Rs. 
97,450 being the 
amount received 
on forfeited 
shares.

18,34,67 ( 8,53,64 (+ > 1,78,98 25,22 ( + ) 2,04,20

4 i l 8 48,96 (+ )I3 ,I9 ( + ) i 3,i 9 1 3 .1

17,52 7,83 ( + ) i 8, io ( + ) i 8, io 2 5.65

60,70 56,79 (+ )3 i,2 9 (+ )3 i,2 9

23 4 ( + ) i ,65 (+ )l,S 5 3-3

23 4 ( + ) i ,65 ( + ) i ,65
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I 2 3 4 5 6 7

M inistry o f  Irrigation and 
Power

25  National Projects Cons­
truction Corporation 
Limited . . . . 9- 1-57 1,33.00 1,15,00 5,71 2,53,71

T otal 1,33=00 1,15,00 5,71 2,53,71

M inistry o f  Works,
Housing and Rehabilitation

26 A5hoka Hotels Limited . 17- 10-55 1,50,00 32,00 15,18 1,97,18-

27 National Buildings Cons­
truction Corporation 
Limited 15-H -60 72,00 66,00 1,38,00

28 Hindustan Housing Fac­
tory Limited 27-1-53 40,00 35,00 6,61* 81,61

29 Rehabilitation Housing 
Corporation L'raited (Year 
ending 3 1 -1 2 -1 9 6 2 ). 19-9-51 6,25 1,83 8,08

T otal 2,68,25 1, 33,00 23,62 4,2 4 ,87

M inistry o f  Transport

30 Shipping Corporation of 
India Ltd. 2-10-61 23,45,00 3,05,52 1,88,20 28,38,72

31 Mogul Line Ltd. (Year 
ending 31-12-62) 2-8-1877 1,01,19 95,81 1,97,00-

32 Hindustan Shipyard Lim it­
ed . 21-1-52 5,85,90 6,66 •• 5 ,9 2 ,56

33 Hindustan Teleprinters 
Limited . 14-12-60 75,00 15,00 49 90,49

34  Kulu Valley Transport 
Limited . . 12-7-41 5,00 6 23 5,29

35 Indian Telephone Indus- 
tri-^s Limited 25-1-50 4,00,00 2,05,00 54,28 6,59,28

T otal 35, 12,09 5,32,214 3,39,01 43,83,34
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8 9 10 I I  12 13 14

i>90, 8s 53,45 ( + ) 2 2 ,2 9 1 ,8 1  ( + ) 24,IC 9-5
1=90,85 53,45 ( + ) 2 2 ,2 9 1 ,8 1  ( + ) 2 4 ,I 0

i>97,39 7 9 ,5 1 ( + )3 2 ,2 2 2,01 ( + ) 34,23 1 7 .4

32,63 8,33 (— )3 I ,7 I 2 ,70  (— )29,01

4 1,3 2 7,97 ( -t-)4, l 5 ■ 1,75 ( +  )5,90 7 .2 3 * In c 'u d e s  R s ,  
I  ■ 20 la k h s  re p re ­
s e n tin g  th e  viT ite 
b a c k  o f  p r o p o s e d  
d iv id e r d  p ro v id e d  
la st  yea r.

7 4 (+ )9 5 (+ )9 5 I I . 7

2 ,7 1 ,4 1 9 5,8 5 ( + ) 5,6 i 6 ,4 6  ( + ) I 2 ,0 7

23,63,66 6-18,3 4 : ( + ) i , 42, 3 i 12 ,8 5  ( + ) i , 5 5 ,16 5 .4 7

79,34

3, 12,21

1,8 8 ,93

1 ,8 7 ,4 1

( + ) 3 6 ,o b

(+ )3 7

( + )3 6 ,o 8  

36 (+ )7 3

1 8 .3

0 .1 2

B e c a m e  G o v t ,  c o m ­
p a n y  o n  3 0 -3 -19 6 2 .

20,9s 2,62 ( + ) i , 8 6 2 1  ( + ) 2 ,0 7 2 .3

24 29 ( - ) I 8 (—)I8 . .

3, 10,6s 2,10,15 ( + ) i ,02 ,o6 8 ,18  ( + ) l ,I O ,2 4 1 6 .7

10,87,08 12,07,74 (+ )2 ,8 2 ,5 0 2 1 ,6 0  ( + ) 3 ,0 4 ,I 0

-------
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I 2 3 4 5 6 7

M inistry o f  Scientific K e-  
search and C u ltu ra l 
A ffa irs

36 National Research Deve­
lopment Corporation 
of India • • • :3 1 - 1 2 -5 3 20,00 15 ,0 0 •• 35»oo

T otal
20 ,00 1 5 ,0 0 3 5 ,0 0

M inistry o f  M ines and  
Ptiel

37 Neyveli Lignite Corpo­
ration Ltd. 1 4 - 1 1 - 5 6 80,00,00 1 5 ,0 5 , 1 1 * 2 , 10,00 97 .15 .11

3 8 Indian Oil Company 
Limited 30 - 6 -5 9 3 , 22 , 2 5 * 3 ,0 0,00 6 , 2 2 ,2 5

39 Indian Refineries Limited 2 2 - 8 -58  29,40>00* 1 6 ,60,46 •• 4 6 ,0 0,46

4 0 National Coal Develop­
ment Corpn. Ltd. 5 - 9 -5 6 35,74>°9* 3 4 ,0 5,50 1 ,83,34 7 1 , 6 2 ,9 3

4 1 National IWineral D evelop-
ment Corpn. L td. 1 5 - 1 1 - 5 8 5 ,92=03 3 , 7 5 ,2 5 •• 9 , 67,2 8

T otal 1 5 4 ,28 ,37 7 2 ,46,32 3 ,93 .34 230 , 68 ,0 3

M inistry o f  Steel,'M ines Of 
Heaity Engineering

42 Hindustan Machine Tools 
Limited . 7-2-53 8,06,00* 2 ,74=60 73,20 i i ,53>8o
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8 9 10 I I 12 13 14
0

9,59* 2,96 (—)3,io 49 (—)2 ,6 i *This includes Rs, 
3*29 lakhs being 
the amount spent 
upon production 
unit under cons­

' 9,59 2,96 (—)3, I 0 49 (—)2 ,6 i
truction.

66,26j29 4,27,72 ( —) 1,03,39 32,61 (—) 70,78 ♦Includes Rs. 
78,89,333 loan 
from Govt. of 
Madras.

3,23,76 37,04 (+ )6 2 ,4 i 8,80 r + )7 i ,2 i 11-41 ♦Includes Rs. 25 
lakhs for which 
shares are still to 
be allotted to Govt 
of India.

^4,22,37 1,25,87 (—)95,5o 66,10 (—)29,40 ‘ Includes Rs. 80 
lakhs for which 
shares are still to 
be allotted to Govt, 
of India.

4 i , h , 3i 13,22,32 ( + ) i ,25.56 94,82 (+ )2 ,20 ,38 3-07 ♦Including assets 
worth Rs. 38 .88  
lakhs taken over 
from the various 
collieries for which 
shares still remain 
to be issued.

1,85,30 29,71 Incidental expen­
ses amounting to 
Rs. 7 9 .1 6  lakhs 
during construc­
tion for the year 
ending 31-3-63 
have been capi­
talised.

*26,69,03 19,42,56 (—)I0,92 2,02,33 ( + ) I ,9I,4I

7, iy ,i9 1,97,70 ( + ) 2, t 5,77 12,25 ( +  >2,28,02 19 .8 ♦Includes Rs. 1 .5  
crores for advance 
for capital from
C entral Govern-
ment.
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I 2  3 4 5 6 7

43 Fertilizer Corporation of
India L td . . . 1-1-61 42 ,08,14* 30=45=85 1,88,69 74 ,42,68.

44 Heavy Electricals (India)
Limited . . . 29-8 -5 6 26,49=93* 25=70=25 52,20,18-

45 Heavy Engineering Cor­
poration L td . - ■ 31-12-58 51 ,65 ,0 0 5,00,00* 56,65,00-

46 Hindustan Steel Lim ited 19-1-54 367,00,00  35 7.10 ,03 724,10=03,

T o t a l 495=29=07 42 1 ,0 0 ,7 3 2=61,89 918,91=69'

G r a n d  T o t a l 7 4 3,27 ,61 526,76=55 24=06,39 1294,10 ,55

Figures for 1961-62 6 1 4,95 ,87 459=41,44 16,36=66 ic 90,74=S7

Figures for 1960-61 536,94=24 37 2,27,85 11,20,51 9 2 0 ,4 2 ,f0

I Pyrites and Chemicals D e­
velopment Company 
Limited . . . 22 -3 -6 0 35=00

S u b s i d i a r y

35=00

2 Handicrafts & Handlooms 
Export Corporation of 
India Lim ited . . 11-4-58 12,00 5 1 2 ,0 5
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8 9 10 II 12 13  14

49)66j 6o 2 8 ,4 4 .0 9 ( + ) i , 5°.70 8 6,4 2 ( + ) 2 , 37,12 3 .2  *Includes Rs. 45 
lakhs as advance 
paid by Govt, o f 
India towards 
equity shares.

2 5 .4 3 .6 0 3 ,3 0 ,78 (— )4.33.57 1 ,0 9 ,8 5 (— )3, 2 3 ,7 2 ♦Includes Rs. 
4 ,93 ,0 0 0  as advan­
ce from Central 
Govt, awaiting al­
lotment o f  shares.

4 8 ,7 0 ,15 4 8 ,1 9 *Terms o f  loan 
not yet settled. 
Expenditure o f 
Rs. 2 ,5 7 ,2 5 ,2 0 9  
incurred during 
the year is pend­
ing in allocation.

54>i.64,9 i 8 6,0 0 ,76  ( — )23,90,79 1 7 ,8 1 ,7 0 (— 36,09,09

6 7 9 ,6 4 ,4 5 12 0 ,2 1 ,5 2  (— ) 24, 57,89 19 ,9 0 ,2 2 (— > 4,67,67

8 76,64,49 16 8 ,3 4 ,8 5 (— ) I 2, 38,22 2 3 ,2 0 ,2 1 ( + ) i o ,8 i ,99

76 2 ,8 2 ,6 5 1 1 6 ,7 9 ,3 4 (— ) i c ,6 o,38 2 ,9 5 .1 3 (— ) 7.65,25

60 7,68 ,50 57,0 2,0 9 ( + ) 6 , 3 3 , 6 o 2 ,1 8 ,7 1 ( + ) 8,52 3I

C o m p a n i e s

2 1 ,0 5  84 (— )4>03 (— 14.03

3,12 66 (— ;e,75 4  ( — )6,7 i

Subsidiary to Na­
tional Industrial 
Development Cor­
poration Limited.

Subsidiary to State 
Trading Corpora­
tion o f India 
Limited.



A N N E X U R E  ‘ C ’

STATEMENT GIVING THE DETAILS OF THE SUBSIDIES RECEIVED BY THE COMPANIES UPTO 3IST M ARCH . 19 6 3 .

Name o f the Company
Total

Subsidy Subsidy
received received

during upto
1962-63 31- 3-1963

(I) (2) (3)

Purpose o f the subsidy

(4)

Remarks

(5)

[. Fertilizer Corporation o f India Ltd.
Rs.

3>I0>390

Rs.
3,10,390 Rs. 2,50, 390 for Industrial Housing Scheme From Punjab Govt, 

for Nangal Unit.

Rs. 60,000/-  received from Assam Govt, 
against stipend trainees.

2. Hindustan Machine Tools Ltd. . . .

3. National Research Development Corporation o f 67,500
India.

45,200 Not known.

67,500 T o cover interest on Govt, o f India Loans

4. Heavy Electricals (India) Ltd.

5 . Indian Telephone Industries Ltd.

6 . Hindustan Aircraft Limited

7 . Hindustan Shipyard Ltd..................................

8. National Industrial Development Corporation
Limited . . . . . .

9 . State Trading Corporation o f  India Limited

40,000 40,000 For Hospital maintenance .

2,82,500 For Industrial Housing Scheme.

2,70,000 For Industrial Housing Scheme.

91,16,753 8,27,19,472 For meeting operation deficit.

11 ,19,571 54,34,105 For meeting operation deficit.

6,43,946 (i) Rs. 2,00,000 for meeting preliminary ex­
penses in regard to the setting up o f the STC 
as a limited concern.

to
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Subsidy receivable 
Rs. 56,083 as on
3 1 - 3-63-

Received from M .P. 
State Government.



10. National Coal 
Limited

Development Corporation
73=23,112,'’ 74,58,751

I I .  National Sraill Industries Corporation Ltd. . 42,84,918 2,28,67,648

T o t a l

Cti) 32,298 for meeting expenses pertaining 
to Corporation’s participation in the Ctiicago 
Fair 1959.

(.tii) Rs. 11,648 for meeting expenses pertaining 
to Corporation’s participation in the New 
York Fair.

(.iv) Rs. 2,50,000 for organisational expenses in 
respect o f HEO for the period January, iq'JQ 
to March, i 960.

(v ) R s. 1,50,000 fo r  organisational e.xpenses in
respect o f  HEO for the period for April,
i 960 to December, 1960.

(0  Rs. 19,09,821 for sand-stowing.
If-®- 33,50,853 for difiBcult mining.
Rs". 18,54,445 for Gassy mining.

(w ) Rs. 2 ,0 7,9 9 3  for Hospitals.

40,00,000 for promotional activities. 
(Ji) Rs. 9,200 for meeting the expenses on 

Nepal Trainees.
(m ) Rs. 2,75,718 in lieu o f  concessional rate of 

mterest.

2,22,62,244 12,01,39,512



A N N E X U R E  ‘ D ’

S t a t e m e n t  s h o w i n g  t h e  d iv id e n d  p r o p o s e d /d e c l a r e d  d u r i n g  19 6 2 -6 3

(Figures in thousands)

Name o f the Company
Amount 

o f  dividend
Paid up 
capital

Rs. Rs.

I .  Hindustan Insecticides Ltd. S>82 9 7,0 0

1 , 0 5,9 6

3 . Hindustan Cables Ltd. . . . . 8,23 1 ,60 ,47

4 . State Trading Corporation o f India Ltd. . 20,00 2 ,00,00

5 . Indian Rare Earths Ltd..................................... 4>50 IjOOjOO

6 . Travancore Minerals Ltd................................... 2,50 50,00

7 . Ashoka Hotels L t d . ......................................... 1 1 ,6 2 1 ,50,00

8. Inlian Telephone Industries Ltd. 16 ,0 0 4 ,00,00

9 . Hiadastan Machine Tools Ltd. . 6 2 ,3 1 8,06,00

2 ,4 7,2 6

1 .0 1 ,1 9

T o t a l  . 1 . 54.32 2 4 , 17,8 8
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V . ASH O K A HOTELS LIMITED

fh  H o te ls  L td . w it h  an  a u th o r is e d  c a p ita l  o f  R u p e e s  1 c ro r e  on

to V s  l«ter increased
holder 5," 'A ". respective holdings o f the principal share-
nolders as on 31st March, 1963 were as below : —

Q

(Rs. in lakhs)

o f Ind,a Preference Equity

Others ’ ■ ■ ■ ' 39-41
........................................  15-85 5-26 10-59

150 00  100-00  5 0 -0 0

l o n ^ ^ l o ' ^ T r o ^ r ^
oveinment of India amounting to Rs. 32 lakhs.

". A greem ent.

H o i s  ° /  the lowest tender for the ccmstruction o f the
A=;h 1' u  f ”  construction o f the main block of the
the . I n ? .  cost of Rs, 60 lakhs were invited on

August, 1955. In the absence of detailed estimates or schedules 
■ot Items m support of the cost of the building, the tenderers were 

quued to quote a percentage above or below the 1950 C P W D
• chedule of Rates then prevalent. The lowest tender received was 

/ per cent, be.ow the schedule o f rates. Negotiations were, hew­
er, conducted with the highest tenderer who had quoted 12  ̂ per

• ent. above the 1950 schedule of rates and finally he reduced his quota- 
on rom 12i per cent, to 2 per cent, and the work was given to him.

It has been explained by the Ministry that the high quality of per- 
oi-mance by this tenderer on an important local work {viz., the Re­

serve Bank of India) probably weighed with the management in accept­
ing the highev rates. But the lowest tenderer was also a reputable 
'I'm who had earlier constructed a number of public buildings at Delhi 
■^^cluding the Supreme Court Building and Udyog Bhawan (Phases II 
nd IV). The non-acceptance of the lowest rate resuUeci in an extra 

’*^^Pend:ture of Rs. 3,26,000 approximately on ~ ~
(ii) O ut o f  the actual cost o f  the m ain  H ^ ^ 4 im o u n t in g  to about 

 ̂ s- 1-20 crores, an ex p en d itu re  o f  about R s , ^  iaH|»SrwaS-on a ccou n t 
'” 1 a la r g e  n u m b e r  o f  e x t r a  ite m s, n o t coM ^ r&

^72 C A G -3 . D ate....



but paid for at special ad hoc rates fixed by the architect. As some o f 
these rates were considered to be on the high side, the management 
referred items valued by the architect at approximately Rs. 30 lakhs to 
the planning circle of the C.P.W.D. for scrutiny of the rales. The 
Chief Engineer, C.P.W.D. found that some of these rates were exces­
sive and he felt that a sum of Rs. 5 lakhs had been paid in excess to. 
the contractor. On receipt of this opinion discussions were held by 
the management with the C.P.W.D. and the management noticed that 
there were divergencies between the Architect’s conception of the' 
quality and speed he had desired on the works and that by the 
C.P.W.D. who had no current work of the like nature on hand. The- 
management decided as an ad hoc measure to recover Rs. 77,490 from  
the contractor as offered by him to secure a settlement.

(b) Extra contractual payment of Rs. 1,21,322 due to Height 
Factor.—Clause 1 of the agreement with the Building contractor pro­
vided that all the conditions given in the tender notice would form: 
a part of the contract. One of the conditions of the tender notice was 
that the rates would be applicable to all heights and depths. It was, 
however, observed that the contractor had claimed and was paid a 
sum of Rs. 1,21,322 extra for height factor on cost of Reinforced 
Cement Concrete work above plinth.

The management have explained that originally it was their 
intention to build the hotel upto 4 floors only; and it was only later 
that the decision to build the hotel upto 6 floors was taken. This, 
however, is not borne out by the records. The line plan of the build­
ing attached to tender notice indicated basement, ground floor and 
6 floors above. The draft tender notice and drawings attached to. 
the agreement drawn on the 5th May. 1956 also confirm that the- 
b-jilding comprised 6 floors. Hence the payment of Rs. 1.21,322 to. 
the contractor does not seem to be justified.

(c) Octroi on steel and cement c o n s i g n m e n t . — According to the- 
terms of agreement with the building contractor, cement and steel 
were to be supplied by the Hotel management at specified rates loaded 
in wagons at local railway stations. The contractor was to bear all 
subsequent incidental charges. The contractor, however, claimed from 
time to time in his bill octroi charges paid by him on such consign­
ments A sum of Rs. 13.488 was paid on account of such octroi to 
the building contractor upto the 29th February, 1956. It appears, 
that similar payments of octroi charges were made by the Hotel later 
also for which no detailed accounts were produced to audit.
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(d) The points mentioned in a (ii), (b) and (c) above pertain to a 
single contractor, a part of whose dues was withheld on the advice 
of the Chief Technical Examiner. The contractor filed a suit for<the 
recovery of Rs. 2,26,663 and the matter was referred to arbitration. 
The arbitrator gave an award for Rs. 95-000 in favour of the contractor, 
which was paid on 26-11-1963.

3. Loss of Rs. 12,750 (approx.) on steel supply.—Two consignments 
of steel required for the construction were despatched at Railway 
risk in the year 1955-56 by the suppliers. These were found short in 
quantity on reaching the destination. In one case the Railways 
issued a short certificate for 780 pieces of steel valuing Rs. 6,721 but 
did not hold themselves responsible for the loss on the ground that 
the consignments were loaded by the sender in their factory siding 
and the contents were neither counted nor supervised by the Rail­
ways. The Railway Receipt had the endorsement “ said to contain” .

In the other case the Railways did not issue certificate for short 
receipt of steel amounting to 9 tons 9 Cwt. 2 Qrs. 117 lbs. valuing 
Rs. 6,029 on the ground that the packing was not in accordance with 
the Railway specifications and no sign of tampering with the consign­
ment was observed at the time of delivery.

The supplier also refused to accept the claim since they were of the 
view that the goods were duly counted before loading and further 
contended that the reported shortages occurred in transit. The Com­
pany did not file a suit against the Railways as the suit was time- 
barred, and it had also to be proved that the negligence was on the 
part of the Railways and which, according to their legal adviser, was 
difficult. The Board of Directors ultimately decided on 2nd August,
1960, to write off the shortages of steel amounting to Rs. 12,751.

4. Sundry Debtors.—The position of Sundry Debtors as on the 31st 
March. 1963 is as follow s: —
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SI. Name of the Party 
No.

Outstandings Total

Under 6 
months

Over 6 
months

31-3-1963

1. G jvcrnmcnt parties •
2 . Embassies, etc.
3. Travel Agents . . . .  
4- Private companies
5. Individuals . . . .
6. Staff .............................................
7 . Current Billing

Rs.
1.33,289

24,860
2,02,297
1,73,055

61,721
4,159

1,28,320

Rs.
I , i t , 3 i 6

44 ,550
96,118

1,60,301
88,605

7,585

Rs.
2 .4 4 ,60 5

69 ,410
2,98.415 
3,33.356 
1,50,326 

1 1,744 
1,28,320

T otal 7.27,701 5.08,475 12,36,176*
♦As per Balancc Sbejt the total outstandings as on 31-3-1963 are Rs. 12,17,425. 

The difference is on account of credit adjustment of Rs. 16,715 and defference of Rs. 2 ,036
P*^nding reconciliation with Control Ledger Account.



Debts outstanding for over 6 months come to 41 per cent, of the 
total arrears to be collected.

The Company Auditors have observed that in respect of major 
debtors who are old and containing disputed transactions, no recon­
ciled statement of accounts were sent during the year for getting 
their confirmation.

It has also been reported that a sum of Rs. 2-72 lakhs is considered 
doubtful of recovery during the year 1962-63 as against Rs. 1-44 lakhs 
in the previous year. The following reasons have been attributed for 
the doubtful debts; —

(i) Parties are denying the identity of the persons supposed to 
have stayed in the hotel.

(ii) Bills were not supported with coupons or hotel deposits 
receipts in the case of Travel Agents.

(iii) The parties allege dummy bookings on their behalf made 
by others.

(iv) Failure to give necessary particulars regarding booking etc. 
asked for by the parties.

(b) Loss of Rs. 17,294 in respect of licence fees etc.—In the year 
1956 the Ashoka Hotels Ltd., accepted the offer of Messrs. Globe 
Travels Private Ltd., to run the business of travel agents on the 
Hotel premises paying Rs. 12,000 per annum as licence fees. The 
firm carried on their business in the premises from 1st November,
1955 to 31st August, 1959, but never paid their dues in time and paid 
for the first time Rs. 6,000 on the 9th July, 1958 against the accumu­
lated dues of Rs. 20,000 upto the 30th June. 1958. A sum of Rs. 30,494 
(Rs. 24,000 in respect of licence fees and Rs. 6,494 in respect of guests 
sponsored by them) was due from them on the 31st August, 1959.

Il has been stated by the management that in spite of repeated 
reminders the party did not come forward to pay the dues and as a 
result legal notice was served on them on the 22nd August, 1960. By 
mutual understanding between the parties the matter was referred 
to the Housing Commissioner to the Government of India as sole 
arbitrator. The arbitrator gave an award of Rs. 13,200 in favour of 
the Hotel on the 23rd May, 1962 and permitted the travel agents to 
pay the dues by monthly instalments of Rs. 300 for the period of 
12 months commencing from 1st July, 1962 and thereafter at the 
rate of Rs. 800 per month until the full amount is paid. The travel 
agents have paid Rs. 6.000 upto September, 1963 and have defaulted 
thereafter.

The loss to the hotel on this account is Rs. 17.294.
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5. Manufacturing and production accounts.—rh e  Hotel has not 
so far prepared a manual laying down the detailed procedure to be 
followed by the various departments. The Ministry have replied 
(December, 1963) that the Manual is at present under compilation in 
consultation with the Auditors.

6. Em bezzlem ent— There was an embezzlement of cash amounting 
to Rs. 10,058 (Rs. 9,152 by short deposit of cash sales and Rs. 906 on 
account of 293-9 gallons of petrol sold but not accounted for) made 
by the clerk-in-charge of the petrol pump run by the Hotel during the 
period 1st April, 1959 to 25th December, 1959.

The cash sale proceeds were not deposited in the bank regularly 
and the cash realised from sales was temporarily withheld by the 
person-in-charge of the pump. The records of the petrol pump, 
which were not maintained properly, were not checked regu­
larly either by the Clerk-in-charge or the shift attendant. The sales 
for the period from 1st April, 1959 to 20th July, 1959 were not capable 
of verification as no entries were made while handing and taking 
over. The progressive readings of meter as shown in the rough Sales 
Register were never verified. The matter is stated to be sub-judice.

7. Financial Results.—The Financial Results of the Hotel for the 
last three years are given below: —

33

1960-61

(Figures in lakhs) 

1961-62 1962-63

R». Rs. Rs.

I. Paid up c a p i t a l ....................................................... 150-00 150-00 150-00

2. Loans (at the close of the year) 87-50 50 -5 0 32 -0 0

3. Free Reserves (at the beginning of the year) 13-67 13 -86 15 .18

4- Total capital employed (Total of i ,  2 and 3) 251-17 214-36 197-18

5. Total income . . . . . . . 91-91 1 0 4 1 6 107-48

6. Total e x p e n d i t u r e ....................................................... 65-96 70-74 75-26
7. Profit as per Profit and Loss Account i 5'95 33-42 32-22

8. Interest on loans ............................................ 5-45 3-48 2-01

9- Total Return (Total of 7 and 8) . . . 31-40 36-90 3 4 -2 3

lo. Percentage of total return on total capital em­
ployed ............................................................................. 12-5% 1 7 -2 % 1 7 - 4 %



The Chartered Accountants in their Supplementary Report on the 
accounts for 1962-63 have pointed out as follows; —

(a) In most of the movements lists (booking lists) that are being
prepared daily, no definite allotment of rooms is being
made for the guests. This reveals that the reservation
department is not able to precisely allocate rooms probably 
because they are not sure about the vacancy of each room. 
So long as Reservation Department cannot pin point the 
rooms vacant or occupied there are likelihood not selling 
all the vacant rooms though there may be demand for 
them.

(b) Wide variations have been noticed between the actuals and 
the budgetted figures for 1962-63. The budget for 1963-64 
has been prepared on the basis of average occupancy of 325 
per day where as the average occupancy of previous 2 years 
were 367 and 368 respectively.

(c) The Company Auditors have also reported that the following 
suggestions made in their report for 1961-62 have not yet been 
implemented.

(i) The consumption of stores is arrived at by deducting the
closing stock at the end of the year from the sum total of 
opening stock and purchases and no reconciliation state­
ment is prepared between the actual consumption and the 
consumption arrived at by the above method. It has been 
suggested that consumption statement should be indepen­
dently made out based on indents at the end of each month 
and journalised.
In regard to Engineering Stores it has been reported that 
in many cases where replacements parts are issued the old 
parts which have a saleable value are not bemg returned 
to the stores.

(ii) As regards the maintenance of the Building. Sanitary and 
Electric Fittings perhaps it would be useful to have a record 
in respect of each room etc. as to show the dates on which 
painting, white-washing repairs to sanitary and electric
fittings were done.
VI PRAGA TOOLS CORPORATION LIMITED

The Praga Tools Corporation Limited, Hyderabad was incorpo- 
„ l e d  a. a Public Un.lled C om p.n , on 2«lh May. 1943, - a  ■»
Msed .hare capital ot E». 100 lakhs by local entreptenBUis with foreign
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technical assistance, for the manufacture of high speed cutting tools 
■and measuring instruments. On 31st March, 1959 the Company be­
came a Government Company, when the Central Government acquir­
ed for cash 2.00,000 shares worth Rs. 70 lakhs (51-5 per cent, of t̂ ie 
paid-up share capital).

On 31st March, 1963 the Company had a paid-up capital of 
Rs. 150-54 lakhs. Of this, shares worth Rs. 83-64 lakhs were held by 
Government of India, Rs. 47-57 lakhs by the Government of Andhra 
Pradesh and Rs. 18-35 lakhs by private parties, the balance of Rs. 0-98 
iakhs being forfeitei shares. The Company also had on this date a 
secured loan of Rs. 20 lakhs advanced by Government of India against 
mortgage of fixed assets. The mortgage deed is still to be executed 
(December, 1963).

2. Production and Targets.—The Company commenced production 
in October, 1945. Ever since no annual quantitative targets have 
been fixed. Without fixing the quantitative targets based on rated 
■capacity and standards of production, the management will not be 
able to have effective control on the utilisation of men and machines 
or to assess efficiency. Such targets have, in fact, been fixed from 
year to year in another similar concern.

The following are the year-wise figures of total cost of production 
for four years ending 1962-63 and the total value of production 
targets: —
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I- Machine Tools

2 . Michine tools accessories -

3. Measuring and Cutting tools 

4- Auto and Diesel spares ♦

5. Railway duplicates .

Miscellaneous . . . .

Total actual production •

Total production target •

Percentage of actual production to 
production target

(Rupees in lakhs)

1959-60 !960-6I 1961-62 1962-63

7-00 10 .46 20-97 17-31

8-83 11-41 20-76 25-45

2-66 4 99 5-68 6 -24

5 4 0 6-17 I I  90 II 51

16-44 1 5 0 1 8 -si 13-36

0 .1 8 0-22 0-21 0-87

40-51 48-26 68 .03 74-74

60 00 73 00 105 00 126.00*

67-5% 66% 64-8% 59%

♦This fi?are was rivised to Rs. 92 lakhs in M iy, 1962 on the basis of rationalised 
'Production programme.



Although the total production in terms of money showed an upward 
trend during the period 1959-60 to 1962-63. the percentage of total cost 
of actual production to the target in terms of money declined gradu­
ally upto 1961-62. The management has replied that the targets were 
fixed on an ad-hoc basis and an analysis of the shortfall is not possible 
now.

3. Expansion programme.—In order to ensure better co-ordination 
and maximum utilisation and productivity of the existing plant and 
machinery, as also to manufacture additional items of machinery,, 
tools and accessories, the Government of India set up a working group, 
in July, 1957 to recommend a production programme for the company 
and the reorganisation of its existing shops. The working group' 
observed in September, 1958 that the overall working and financial 
position of the company had been far from satisfactory. A number 
of new items of manufacture had been taken up, apparently without 
any co-ordinated long range planning, which had not been conducive 
to efficient and economical working of the factory. In order to over­
come these difficulties, a gradual changeover of the manufacturing, 
programme, re-organisation of shops and production of the latest 
machine tools with foreign collaboration was recommended. The 
Government of India sanctioned an expenditure of Rs. 123 lakhs in
1960-61 for the expansion programmes for the manufacture of lathe 
chucks, drill chucks, tool and cutter grinders and milling machines, 
and in pursuance thereof, technical collaboration agreements were 
entered into with foreign companies. In the case of lathe chucks, 
according to the agreement with the foreign collaborators, the Project 
was to be completed by June, 1963. It was stated in January, 1964 
that the Company is still in correspondence with the High Commis­
sioner of India, London, on the question of purchase of necessary 
machines. The project is now expected to be completed by June, 1965.

4, Cost.—The cost Records of the Company mainly consist of Cost 
Sheets and monthly Abstracts of Materials and Labour. No separate 
Cost Ledgers are maintained by the Costing Department.

The Cost Sheets show the prime cost of products and the manu­
facturing over-heads, the latter being allocated at varying percentages 
on the direct labour cost. No allocation is made for admmistration 
and Selling and Distribution over-heads, but these are generally 
estimated at 25 per cent, of the selling price.

A test check of the special job accounts of the Company for
1961-62 revealed substantial losses on account of the production costs
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being higher than the selling prices. The details of certain items are 
given below: —

■px . Loss
Usscnption Qty. Actual Selling per Tot aP

____________________________ Cost price piece loss

Porgirig for spare tools post to

o ,., P  33-52 13-65 19-87 1,987
Slide forgmg Blank to DRG . 60 63-40 27-55 35-85 2,151
Purging for pull R jd Head . 2400 10-87 9-15 1-72 4,128
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These losses are stated to be due to the preparation of inaccurate 
estimates, poor performance in the shops and surplus labour. During 
1962-63 the company incurred a loss of Rs. 11,441 on the special jobs.

It -would also be interesting to note that a number of work orders 
opened in 1953 for the manufacture of certain milling machines, have 
not yet been closed though these jobs were completed and the machines 
were sold.

5. Idle Machine Capacity.—A  survey of the utilisation of the 
machines in the factory was made by an officer of the Combined 
Technical Services in September, 1957 which revealed that the overall 
utilisation of machinery was only 40 per cent. This position was 
again surveyed a year later by the then General Manager who also 
noticed that the position had not improved and the idle capacity 
continued to be about 60 per cent. The main reasons assigned by 
him were, want of operatives, materials and tools, overlapping o f 
shifts and machinery, break-down, etc. The position of the utilisation 
of machines during 1961-62 was between 45 and 60 per cent.

In this connection, it is interesting to note that the Company paid 
a sum of Rs. 35,285 during the period from 1st July, 1959 to 31st March, 
I960 as idle time wages, out of which Rs. 25,385 has been attributed to 
avoidable factors, viz., waiting for jobs, materials and tools. This 
expenditure is about 11 per cent, of the basic wages. The idle time 
Wages has been on the increase, as would be evident from the 
following statement; —

Year
Basic 

idle time 
wages

Estimated
proportionate

D.A.
Total

Rs. Rs. Rs.

1959-60 35,285 13.571 48 ,^5 6
1960-61 77,092 29,650 1,06,742
1961-62 18,203 65 ,530
1962-63 55.950 28,692 84,642



6. Purchase of machines.—Out of the total plant and machinery 
•of Rs. 88-69 lakhs (original value), plant and machinery worth 
Rs. 47 15 lakhs or 54 per cent, is surplus to the requirements on 31st 
-March, 1963. A  few instances of machinery lying unused are given 
•below: —

(a) 74 machines of different types were purchased at a cost of 
Rs. 9-04 lakhs during the years 1944 to 1959. These 
machines have been lying idle ever since their purchase.

(b) 22 machines of different types (valuing Rs. 18-48 lakhs) 
were purchased between December, 1960 and August, 1962. 
All these machines are lying idle. Besides, 50 machines at 
a total cost of Rs. 14-50 lakhs were imported between 
March, 1962 to February, 1963 on an ad hoc basis in anti­
cipation of the acceptance of the Project prepared by 
foreign experts. So far, only 22 such machines (value 
Rs. 5-75 lakhs) only have been used, and 28 machines (value 
Rs. 8-75 lakhs) have not been brought into use.

(c) During 1959, 4 electrol furnaces valuing Rs. 66,258 were ren­
dered surplus and their disposal was taken up. When the 
deal for the disposal was in final stages (in May, 1961), 
a decision was taken to retain these machines for use. How­
ever, none of the machines have been put to use so far. 
It has been stated that these machines are likely to be 
utilised in the forge shop which is to be set up in collabora­
tion with foreign experts.

(d) Besides the above, a number of machines to the total value 
of Rs. 10-88 lakhs were declared surplus in early 1962 
although they were purchased only after March, 1961.

Apart from blocking of funds and consequent loss of interest, such 
■machinery is likely to deteriorate due to efflux of time and obsole­
scence. The management, who originally decided to dispose of the 
surplus machines, have taken a general decision lately to go slow with 
the disposal, as they were not sure what type of work the company 
will have to undertake during the emergency.

7. Selling Agency Agreement

(a) SelUng Agents.—rh e  Company has a Sales Department under 
the Commercial Manager and a Sales Officer but the sales are effect- 
■ed through two firms of sole selling agents with whom the Company 
has entered into agreements.
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The Company appointed a firm in October, 1949 as their selling 
agents for standard items, except Grinding Machines. The agreement 
has been extended from time to time upto December, 1962. Under 
the terms of the agreement (a) all standard products of the Company 
would be marketed through the agents on a commission of 15 per cent, 
on sales to customers other than the Government Department; 
(b) per cent, commission was payable on sales to Government 
departments; and (c) no commission was payable on Directorate 
General, Supplies and Disposals orders, which were handled direct 
by the Company. The agreement with the firm was modified in 
December, 1962 at a flat rate of commission of l l j  per cent, including 
sales to Government Departments and companies, except orders 
placed on the Company direct by the Defence Organisation. This 
arrangement has resulted in an unnecessary payment of commission 
to the agents for the orders of Government and Government Com­
panies which could well be received direct by the Company. During 
the last two years tlie following amounts of commission were paid to 
Agents, in respect of the sal^s effected to Government Companies and 
other Government Departments—

Sales Commission to agents
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Rs. Rs.

1 9 6 1 - 6  2 ........................................................  1 1 ,6 1 ,0 4 0  9 5 .2 3 6

1 9 6 2 - 6  3 ........................................................  1 4 .9 7 .7 9 5  1 ,3 2 .6 2 1

(b) Residential Representatives.—In addition to the selling agents 
the Company appointed resident representatives at Bombay, Madras
and New Delhi on the following terms: —

Name of station
1

Remuneration Date of 
appointment

j  I. Bombay ■ Rs.1,200 per annum. Allowed Rs. 2,500 
p.a. from 1951.

i-ro-1949

j 2 . Madras - . Rs. 3,000 per annum including convey­
ance charges.

4-1-1959

3- New Delhi

1

1%  commisson non sales plus 
Rs. 6,000 for office allowance per annum.

1-10-1953

The terms of appointment of the Delhi representative were revised 
in 1959 and a fixed amount of Rs. 1,000 per month was sanctioned. 
The arrangement of having Resident representatives was terminated 
in all cases in May, 1962,
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A c co rd in g  to  th e  m an agem en t, th e w o rk  o f th e resid en t rep resen ­
ta tiv e s  con sisted  o f  lia iso n  w o rk  w ith  custom ers and G o v ern m en t 
D ep artm en ts an d  c erta in  o th er m isce lla n eo u s w o rk . T h e  C o m p a n y  
h i v e  s ta ted  th a t th e d u ties assign ed  to th ese re p re se n ta tiv e s  w e re  in 
no w a y  con n ected  w ith  th e  p rom otion  o f sa les an d  th e ir  serv ices  w e re  

te rm in a te d  as a m easu re  o f econom y. S in ce  th e  so le  se llin g  a ge n ts  

w e re  a p p oin ted  to lo o k  a fte r  th e  p rom otion  o f  sa les and re a lisa tio n  of 
du es, th e n ec e ss ity  fo r  th e  a p p oin tm en t o f re p re se n ta tiv e s  in addition , 
d u rin g  th e  p eriod  in  q u estio n  is  n ot ap p aren t.

T h e  to ta l am ou n t sp en t o v e r  th ese  resid en t re p re se n ta tiv e s  in  each  
o f th ese  p la ce s is g iv e n  b e lo w : —

Rs.
Bombay • 
Madras - 
New Delhi

28,958
1 0 ,2 2 5

1 ,6 1 ,2 6 5

8. Sale price .— T h e  C o m p an y  has n ot la id  d o w n  a n y  p ro ced u re  fo r  

d e te rm in in g  th e sa le  p rice  o f  its  products. T h e  m a n agem en t h a v e  
stated  th a t th e  se llin g  p rice  o f stan d ard  p rodu cts are  fixed  b y  n eg o tia ­

tion s su b je c t to  m a rk e t con dition s.

F ro m  th e  fo llo w in g  d e ta ils  it  w o u ld  be seen  th a t th ere  has b een  a 
co n stan t d e c lin e  in th e  profits earn ed  since 1958-59 and th a t d u rin g
1961-62 th e  C o m p an y  in cu rred  a loss o f  Rs. 3-26 lakh s.

(Figures in lakhs o f rupees)

1958-59 1959-60 1960-61 1961-62

I .  Cost o f  goods sold . . . ■ 56-92 37-20 55-65 67.92

2, Add packing, selling and distribution 
, expenses..................................................... 10-84 7'35 9 28 12-98

3. Total c o s t ........................................... 67-76 44-55 64-93 80-90

4 . Selling price realised . . . ■ 73'34 47-89 6 7.15 77-64

5 . Margin o f  profit . . . . 5-58 3-34 2 - 2 2 (— ) 3-26

6. Percentage of profit on sales 7-64 6.96 3-31 ( - ) 4 - i 8

9. Stock.
(a) Finished Stock—Rs. 9,37,439.— T he finished stock in clu des old 

item s v a lu ed  a t Rs. 3-73 lakhs, ly in g  unused fo r lo n g periods som e of 
them  since 1958. T h e  F in an ce-cu m -T ech n ical S ub-com m ittee, w h o 

looked in to  th e  m atter, had  con clu ded  th at th e  produ ction  w a s not 
p ro p erly  p lan n ed  in  th e  past, w ith  the resu lt th at a la rg e  n um ber of 
finished goods ly in g  in  stock h ave  n ow  been ren dered u n saleab le  and 

m ay  h a v e  to  be w ritte n  off.
(b) Work-in-progress.— T h e w ork-in -p rogress has been  show n  in 

th e  accounts at cost, a lth o u g h  it contains m a n y  item s, n ot com pleted
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fo r  a con szd erab le  p eriod . T h e  m a n a g e m e n t su b m itte d  a n ote  to th e 
oaxd m  M ay, 1962 re c o m m e n d in g  sc a lin g  d o w n  o f th e  v a lu e  o f  t h .  

w o rk  m -p ro g ress fro m  R s. 27-98 la k h s  to  Rs. 18-66 la k h s  in d ic a tin g  
th a t th e  w o rk -m -p ro g re ss  h a s been  o v e rv a lu e d  b y  Rs. 9 32 l a k h f

S t ' b  w o rk -in -p ro g re ss  on disposal’
ig h t be c o n s id e ra b ly  less th an  w h a t  h as been sh o w n  in th e  books 

T h e  B o a rd  ap p o m ted  a F in a n ce -c u m -T e ch n ic a l S u b -C o m m ittee  to 
« x a m m e  th e  m a tte r  in  d e ta il a n d  th e  S u b -C o m m ittee  f e l t  th at no 
p ro v ,s ,o n  fo r  th is  lo ss n eed  be m a d e  in  th e  a ccou n ts so L g  as old  
com p o n en ts w e re  in stock . T h e y  fu r th e r  a d vised  th a t th e  p ro gress 

th e  u tih s a tio n  o f  th ese  com p o n en ts fro m  y e a r  to y e a r  be  w a tc h e d  
nd  a decision  ta k e n  e v e r y  y e a r  on m e rits  to w r ite  d o w n  th e v a lu e  o f

In , u " n e c e ss a ry  an d  th a t th e  a d ju stm e n t o f
loss sh o u ld  be  o f th e  o rd e r  o f Rs. 2 la k h s  a y e a r  in o rd e r to g r a d u a lly  
on-set th e a cc u m u la te d  o b so lescen ce.

th e " " "  " " S T L "  w o rk -in -p ro g re ss  w a s  don e u .tH
th e  y e a r  1961-62. T h o u g h  no d e ta ile d  in v e n to ries  o f item s v erifie d  

re a v a ila b le  it has been  seen  fro m  th e record s th a t a c tu a l p h y s ica l

a m o u n ted  to o n ly
■ . 19 09 la k h s  a g a in st th e  book v a lu e  o f  Rs. 27-47 la k h s  In th e  

A c co u n ts  fo r  th e  y e a r  1962-63 th e  w o rk -in -p ro g re ss  w a s, h o w e v e r  

Show n a t th e book v a lu e  o f Rs. 27 59 lak h s. T h e  q u e stio n  o f  ad op tin g  
^ su ita b le  m eth od  fo r  th e  p ro p er v a lu a tio n  of su ch  item s is sta ted  to 

be u n d er con sid eratio n  and th e D ire cto rs  p ro p ose  to r e v ie w  th e basis 
« f  v a lu a tio n  d u rin g  1963-64. M ea n w h ile , certa in  item s v a lu in g  Rs. 3 66 

ak h s in clu d ed  in  a b o v e  w o rk -in -p ro g re ss  w e re  d isposed o f  in 1963-64 
■at Rs. 2-5 la k h s  re s u ltin g  in  a loss o f  Rs. 1-16  lakhs.

10. Infructuous expenditure on the purchase o f land — F o r E x p a n ­
sion P ro g ram m e , th e C o m p a n y  se le cted  a site  n ea r M ou la  A li  R a il­
w a y  s ta t io n  in M ay, 1960 and in cu rred  an in c id e n ta l e xp e n d itu re  
« f  Rs. 44,115 on its a cq u isition . S u b s e q u e n tly  th e  fo llo w in g  
■Qifticulties w e re  n o tice d : —

(a) T h e  a cq u is itio n  p ric e  w a s e x p e cte d  to  go  up fro m  Rs. 2-5 
la k h s  to Rs. 4 lakhs.

(b) T h e  E le c tr ic ity  A u th o ritie s  d em an ded a h e a v y  am ou n t by 
w a y  o f g u a ra n te e  fo r  th e e lec tr ificatio n  o f  th e area.

(c) T h e  area  b e in g  s itu a te d  ou tside  th e M u n icip al lim its, th ere  
w a s d ifficu lty  in  a rra n g in g  su ita b le  re s id e n tia l accom m od a- •

tion  fo r  th e  sta ff as w e ll  as fo r  the e x ten sio n  o f w a te r  
supplies.



A s  a  re su lt, th e  C o rp o ra tio n  su rren d ered  th e  a cq u ire d  lan d . The- 
la c k  o f p ro p e r  p la n n in g  an d  m a k in g  p ro p er e n q u ir ies  a b o u t a v a il­

a b ility  o f  th e  essen tia l re q u ire m e n ts b e fo re  th e  in c id e n ta l e xp e n d itu re  
w a s  in cu rred  re s u lte d  in  an  in fru ctu o u s e x p e n d itu re  o f Rs. 44,000' 
a p p ro x im a te ly .

11. Loss of Rs. 40,000 in the manufacture and delay in supply of 
valves.— In  Ju n e, 1955 th e  C o m p a n y  re c e iv e d  an ord er fro m  M ad ras 
fo r  s u p p ly in g  48,000 v a lv e s , at th e  ra te  of 8.000 v a lv e s  p e r m on th  com ­
m e n cin g  fro m  O cto b er, 1955. T h e  C orp oratio n , h o w e v e r, cou ld  on ly  
a u p p ly  7,074 v a lv e s  u p to  17th  A u g u st, 1957 w ith  th e  re s u lt th a t th e  
p u rch a s e r  c a n ce lle d  th e  o rd er fo r  th e  re m a in in g  q u a n tity . T h e y  also 

re je c te d  1,568 v a lv e s , w h ic h  w e re  n ot upto th e  a g re e d  specifications. 
T h e  C o rp o ratio n  w a s th u s le ft  w ith  38,700 p a rtly  p rocessed  an d  1,568 
re je c te d  v a lv e s  c o stin g  R s. 71,075. T h ese  v a lv e s  w e re  d isposed o f fo r  

R s. 31,070 in  Ju n e, 1959. T h e  C o rp o ratio n  has stated  th a t th e  m a n u ­

fa c tu re  o f  th e  v a lv e s  w a s ta k e n  u p  as an  e x p e rim e n ta l m easu re  and 
w h en  it  w a s  rea lised  th a t th is  cou ld  n ot be  p ro gressed  in th e ir  plant,, 
d u e  to  u n eco n om ica l cost o f m a n u fa ctu re  th e  w o rk  w a s  g iv e n  up. T h e  
loss in cu rred  on th is ite m  w a s Rs. 40.000.

12. Accounting Manual and Internal control.— T h e  M an agem en t 
has n ot so fa r  u n d erta k en  th e  p rep a ratio n  o f an  A cco u n tin g  M a n u a l 
to la y  d o w n  d e ta ile d  p ro ced u res to  be fo llo w ed . T h e  C o m p an y  h a d  
in  v o g u e  a sy ste m  of In te rn a l A u d it, b u t th e  sam e w a s  d isco n tin u ed  

fro m  1st A p ril, 1962.

13. Financial results.— (a) T h e  C o m p an y had accu m u la ted  losses to. 
th e e x te n t o f Rs. 30,64,039 b y  th e y e a r  en d in g 31st J a n u a ry , 1958. 

D u r in g  th e y e a r  1958-59, the c a p ita l stru ctu re  w as ch an ged  and th e  
loss w a s  re d u ced  b y  a sum  of Rs. 20,64 570 to  Rs. 9.99,469 b y  w ritin g, 
d o w n  th e  sh are v a lu e  fro m  Rs. 50 p er sh are to Rs. 35.

T h e  fo llo w in g  are the fin an cia l resu lts  and figu res o f profits an d  
losses earn ed  b y  th e  C o m p an y  since it w a s  ta k en  o v e r b y  th e  

G o v ern m en t o f In d ia:

Year Profit Loss
Rs. Rs.

Y c»r ending 30- 6-1959 (after reconstruc­
tion) ................................................................ 4 .91.952

1st July, 1939 to 31- 3-1960 . 3,44,899

1960-6 1 ...........................  3.13.141
19 6 1-6 2  . . . .  . , 4=34.373
1961-63   34.382
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A s  on 3 1st M a rch , 1963 th e  C o m p a n y  h a d  an  a c c u m u la te d  lo ss o f  
Rs. 3-72 la k h s .

(b) Issue o f Share CeHificates.— A  n u m b e r  o f sh a re  c e r tific a te s  
w e re  issu ed  e ith e r  as d u p lic a te  o r as ‘sp h ts ’ o f  th e  o r ig in a ls  w ith o u t  
w ith d r a w in g  th e  o r ig in a l sh a re  c ertifica te s  a t th e  tim e  w h e n  th e  C o m ­

p a n y  w a s u n d er p r iv a te  m a n a g e m e n t. T h e se  cam e to n o tice  a fte r  

th e  m a n a g e m e n t o f  th e  C o m p a n y  cam e o v e r  to  G o v e rn m e n t. T h e  
m a tte r  w a s  re p o rte d  fo r  in v e st ig a tio n  to  th e  P o lic e  on 3 rd  J a n u a ry , 
1957, w h o  co n firm e d  th is  ir r e g u la r ity  and a lso  r e c o v e r e d  a n d  p a ss e d  

on a n u m b e r  o f  sp u rio u s d u p lic a te  sh a re  c ertifica te s  to  th e  C o m p a n y . 
In  th is  con n ectio n , one case w a s  a lso  filed  in  th e  C o u rt  a n d  th e  C o m ­
p a n y  w a s h e ld  re sp o n sib le  fo r  th e  loss and w a s  re q u ire d  to  p a y  a su m  

o f Rs. 2,688 as d a m a ge s to  th e  sh a re -h o ld e rs  in  a d d itio n  to  th e  co st o f  

p etitio n . T h e  case is, h o w e v e r , su b ju d ic e  as th e  C o m p a n y  h as o b ta in ­
ed a s ta y  order. O th e r su ch  cases a re  u n d er in v e stig a tio n .

T h e  m a n a g e m e n t h a v e , sta ted  th a t th e y  h a v e  issu ed  in d iv id u a l 
n o tice s  to  th e  sh a re -h o ld e rs  as p e r  th e  R e g is te r  o f M em b e rs to  su rre n ­

d e r th e  o ld  sh a re  ce rtific a te s  an d  step s are  b e in g  ta k e n  to issu e th e  
n e w  sh a re  certific a te s  in  lie u  o f  th e  o ld  ones.

(c) Annual Budget. T h e  C o m p a n y  had no s y s te m  o f p re p a rin g  
th e;r  a n n u a l b u d g et to  p lan  th e ir  in com e, e x p e n d itu re  an d  w a y s  a n d  

m ean s p ositio n  vis-a-vis  th e  p la n n e d  p rodu ction . I t  is u n d ersto o d  th a t 
a sk e le to n  b u d g e t w a s p re p a re d  fo r  th e first tim e in  th e  y e a r  1962-63,, 
g iv in g  o n ly  th e  a n n u al e stim a tes  o f  th e  e x p e n d itu re  fo r  th e  y e a r.

(d) Sundry D ebtors .— T h e  d e b ts  du e to th e C o m p a n y  on 31st M arch ,. 

1963 a m o u n ted  to Rs. 10.65,671. D eb ts  a m o u n tin g  to Rs. 55,366 h a v e  

been  o u ts ta n d in g  fo r  m o re  th a n  fo u r y e a rs  an d  R s. 2,19,901 fo r  m ore- 
th an  a y ear.

V II. H E A V Y  E L E C T R I C A L S  ( IN D IA )  L IM IT E D

W ith  M /s. A sso c ia te d  E le c tr ic a l In d u strie s  L td ., as C o n su lta n ts , ' 
th e  H e a v y  E le c tr ic a ls  (In d ia) L im ite d , w a s  in co rp o rated  on the 29th 
o f A u g u s t, 1956 w ith  an a u th o rise d  ca p ita l o f Rs. 30 cro res. T he- 

C o m p a n y  sta rte d  p ro d u ctio n  w ith  one u n it at B h o p a l in J u ly , 1960.

In 1962-63 th ree  m ore  u n its  w e re  started  one each  at H ard  w a r, 
H y d e ra b a d  and T iru c h ira p a lli w ith  fo re ig n  co lla b o ratio n . T h ese  th ree- 
u n its  are  in  th e in itia l stag es o f d evelo p m en t.

T h e  p aid  up ca p ita l o f th e C o m p a n y  as on th e 31st M arch , 1963 
w a s Rs. 26-50 crores. In  addition , th e C o m p a n y  h as ta k e n  lo n g  te rm  
lo an s a m o u n tin g  to Rs. 2570 la k h s  fro m  (a) G o v e rn m e n t o f In d ia
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(R s. 2200 la k h s )  (b) M o rg a n  G r e e n fe ll  Co. o f  L o n d o n  (Rs. 269 la k h s)

n, A ss o c ia te d  E le c tr ic a ls  (In d ia) L im ite d  an d  B IC  C a b le s  L td . 
(R s. 101 la k h s).

T h e  r a tio  o f  lo n g  te rm  lo an s to  p a id  up c a p ita l is 100:103.

2. A greem ent with the consultants.—In  p a ra g ra p h  60(3) o f th e 
A u d it  R e p o rt, 1961, a  case  o f  e x c e ss  p a y m e n t o f  £  6000 m a d e  to  the 

c o n su lta n ts  on a cc o u n t o f  re im b u rse m e n t o f  p a y m e n ts  to  th e  su b si­
d ia r y  c o n su lta n ts  w a s  p o in ted  out. In  P a ra  35 o f  th e  P u b lic  A c co u n ts  
C o m m itte e  ( F o r ty  S e c o n d  R e p o rt V o l. I) (S e co n d  L o k  S ab h a ), th e 
m a tte r  w a s  re q u ire d  to  b e  th o r o u g h ly  in v e stig a te d . T h e  m issin g  file 
o f  th e  M in is tr y  is s t i l l  n ot a v a ila b le  an d  the re su lts  o f  th e  in v e stig a tio n  
a re  n ot so fa r  a v a ila b le  (J a n u a ry , 1964),

I t has s u b s e q u e n tly  com e to  n o tice  th a t a n o th er a m o u n t of 

£ 20,000 w a s  in  s im ila r  c ircu m sta n ce s paid to th e  C o n su lta n ts  as 
re im b u rse m e n t fo r  th e  p a y m e n t m a d e  to  a n o th er su b s id ia ry  co n su l­
ta n ts  fo r  se c u r in g  co lla b o ra tio n  fo r  h y d ra u lic  tu rb in es.

(b) In  th e  d r a ft  a g re e m e n t w ith  th e  co n su lta n ts  a lu m p -su m  
p a y m e n t o f £ 3,50,000 fre e  o f in co m e-ta x  had been  fixed. T h is  am ou n t 
w a s  su b s e q u e n tly  ch a n g ed  to  £ 4 la k h s  su b je c t to ta x . A t  th e  tim e 

th e  la tte r  a m o u n t w a s  fixed, it w a s  th o u g h t th a t in co m e-ta x  w o u ld  
h a v e  to  be  p a id  a t  53 p e r  cen t. T h e  a ctu a l ta x  ch a rg e d  b y  th e Incom e- 
t a x  D e p a rtm e n t w a s, h o w e v e r, o n ly  6J p er cen t o r £  25,000. T h e re ­

fo re , th e  n e t p a y m e n t to th e  co n su lta n ts w a s  £  25,000 m ore th an  
w h a t had been  o r ig in a lly  con tem p lated .

3. Purchase A gency A greem en t— (a) In 1958, a P u rc h a se  A g e n c y  
A g r e e m e n t w a s e n tered  in to w ith  th e  co n su lta n ts fo r  th e  p u rch ase  of 
re q u ire m e n ts  o f P la n t an d  E q u ip m en t v a lu e d  a t £  4 m illio n . A c c o rd ­
in g  to th is  a greem en t, th e co n su lta n ts  w e re  to  re c e iv e  Rs. 34 la k h s 
fre e  o f ta x  as th e ir  rem u n eratio n , as aga in st Rs. 25 la k h s  sub,ject to 
ta x  n a m e ly  5 p e r  cen t F .O .B . p rice  o f  £  4 m illio n  as p er o r ig in a l 
a g re e m e n t o f 1955 w ith  th e  con su ltan ts. T h e  reason s fo r  v a r y in g  th e 
o r ig in a l term s are n ot k n ow n .

(b) A  p rem iu m  of Rs. 22-42 la k h s  (a p p ro x im a te ly )  w a s  p a id  fo r 

■credit in su ra n ce  e ve n  th o u gh  th e le tte r  of cre d it had been  gu aran teed  
b o th  b y  th e S ta te  B a n k  of In d ia  an d  th e  G o v e rn m e n t of 
India. F o r  th e  g u a ra n te e  g iv e n  b y  th e  S ta te  B a n k  o f  India, 
th e  am ou n t o f Rs. 2 la k h s  h a d  a lre a d y  been  p a id  as com m ission.

(c) In  te rm s of C la u se  4 (d) of th e A g re e m e n t, tsn d e rs  fo r  
p u rch ases w e re  to be in v ite d  fro m  at least s ix  su p p liers in c lu d in g  
on e m a n u fa c tu re r  ou tside  th e  U n ited  K in gd o m . A  test ch e ck  o f
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'702 p u rc h a s e  o r d e rs  v a lu e d  a t  £ 35,96,490, h o w e v e r , r e v e a le d  th a t  358 

p u r c h a s e  o r d e rs  o f  th e  v a lu e  o f  £ 15,14,058 w e r e  d e c id e d  o n  s in g le  

te n d e r  b a sis . ■.

4. Estim ates .— T h e  f o l lo w in g  ta b le  in d ic a te s  th e  p o s itio n  o f  

e s t im a te s  o f  c a p ita l  in v e s tm e n t o f  th e  B h o p a l P r o je c t  f r o m  t im e  to  

t im e  a n d  th e  a c tu a l e x p e n d itu r e  in c u r r e d :  —

(Figures in laklis)

SI. Description 
N o.

As per 
offer o f  

M /s . A E I 
(June ’ 55)

A s per 
project 
report 

(N ov . ’ 56)

Revised 
(June ’ 62)

Actual
expend-

ture
upto

31- 7-63

Remarks

I 2 3 4 5 6 7

I- Factory building 
and works

2 . Factory Services-

3. (a) Plant and M a­
chinery

Rs.

560-00

170-00

Rs.

1136-00

33^-00

R s. 

1331 00 

403-00

860'00 1851-00  1851-00

('>) Customs D uty N ot Not
provided provided

(c )  Purchase agency 
agreement and 
credit arrange­
ments

4 . Lum p sum pay­
ments to consul­
tants

5. Cost o f  U . K . 
training

Furniture and 
Miscellaneous 
equipment

7. Permanent Hostel 
Tor trainees

Tow nship 

T o t a l

54-00

45-00

90-00

113-00

54-00

Rs.

118 4-0 3

258-90

1392 80 Com m itm ents to  the 
extent o f  Rs. 220 
lacs entered into 
in excess o f  sanc­
tioned cost.

45-00  228 -19

4 1 -oo

—  900-00

Expenditure includ­
ed against item i  
above.
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1590-00  3525-00  4930-00 3949-39

O n e  o f th e  m a in  co n sid e ra tio n s  fo r  th e  a cc e p ta n c e  o f  th e  o ffe r  o f 

'̂T/s. A .E .I. w a s  th a t th e ir  e s t im a te s  w e r e  m o re  re a lis tic . I t  w o u ld , 
h o w e v e r , a p p e a r  fro m  th e  a b o v e  ta b le  th a t th e  e stim a te s  g iv e n  b y  

^hem in  th e ir  o ffer w e n t  u p  c o n s id e r a b ly  w h e n  th e y  su b m itte d  th e  
'detailed  p r o je c t  re p o rt. T h e  v a r ia tio n s  h a v e  b e e n  sta te d  to  be  d u e  
372 C A G — 4.



to  th e  u n d e r-e s t im a tio n  o f th e  b u ild in g s  a n d  n o n -in c lu s io n  o f c e r ta in  
Item s m  th e  o r ig in a l e stim ates . T h e  increase in  th e  cost o f  fa c to r y  

•b u ild m g s  a n d  se rv ic e s  in  th e  re v is e d  e s t im a te s  o f  June, 1962 h a s 
b e e n  sta te d  to  b e  d u e  to  th e  h e a v ie r  c ra n e s a sk e d  fo r  b y  th e  te c h n i­

c a l c o n su lta n ts  to su it b ig g e r  tra n sfo rm e rs  a n d  tu rb in e s  p ro p o sed  

to  b e  m a n u fa c tu re d , in cre a se  in  p r ic e  w h ic h  to o k  p la c e  s in ce  1955 

a n d  to th e  ch a n g e s  in  th e  ra te s  o f cu stom s d u ty . A n o th e r  re v ise d

e stim a te  is  u n d e r  p re p a ra tio n  in  o rd e r  to  p ro v id e  for- th e  in cre a se
m  th e  co st o f  p la n t a n d  m a c h in e r y  (ou t o f  w h ic h  p a rt  is a ttr ib u te d
to  d e la y  in  p la c in g  o rd e rs).

5. D elay in com pletion o f the P ro jec ts .-T h e  o r ig in a l p ro je c t  
re p o rt  e n v is a g e d  a  ra te d  p ro d u ctio n  c a p a c ity  o f  th e  v a lu e  o f  Rs. 12-5(f 
c ro re s  b y  1969 a cc o rd in g  to  th e  th re e  p h a sed  p ro g ra m m e  d r a w n  u p  

in  1957-58. In  1959 th e  p h a sed  p ro g ra m m e  w a s  a g a in  co m b in ed  b u t 

p r io r it ie s  o f p ro d u ctio n  re m a in ed  th e  sam e. In  M arch , 1960 th e  

e n tire  a n n u a l o u tp u t o f  th e  sch em e w a s  e stim a te d  a t  Rs. 25 c ro res  

w ith  d o u b le  sh ifts . It  w a s  a lso  d ecid ed  in  D e ce m b er, 1961 th a t th e  
ra n g e  o f m a n u fa c tu re  o f H y d r a u lic  tu rb in es, g e n e ra to rs  an d  tra n s­
fo rm e rs  be  p u sh ed  up fro m  50 M W  u n its as o r ig in a lly  e n v isa g e d  to  

150 M W  u n its. T h is  in v o lv e d  h e a v ie r  cran a ge , h e a v ie r  m a ch in e  tools, 
h ig h e r  ra n g e  test e q u ip m e n t e tc . an d  consequently ch a n g es in  the 
d esign  o f  co n stru ctio n  w o rk s . A s  a re su lt, o u tp u t c a p a c ity  is  a lso  
e x p e c te d  to  go  u p  to  a b o u t Rs. 30-95 crores.

T h e  fo llo w in g  ta b le  in d ic a te s  th e  ta rg e t  d a te  o f co m p le tio n  o f th e  

v a r io u s  b lo c k s  as p e r  Rs. 25 c ro res  p ro d u ctio n  sch em e, th e  an tici- 

p a te d  d a tes o f  co m p le tio n  an d  th e  d a te  o f  c o m m iss io n in g : —
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Block
No.

Target 
date as 

per 
Rs. i2 '5  

crores 
project.

Target date 
as per Rs. 25 
crores project

Actua! date Anticipated Date of 
of completion date of commissioning 

completion

Block 1—50%  July, i960 
Water
Turbines ioo%  July, 1961

Block I I —H'^avy 
Rotating 50%  . July, i960  
Plant and
Industrial 100%  July, 1961
Traction
Motors

50 %  Sept. 62 December, 1962 
100% Dec. 62 April, 1963

September, 1963
31-10-1963‘I . . .
3r-i2-i963/'-"-'

50%  Sept. 62 
100%  Dec. 62

30-11-1963 1
31-12-1963 ‘

31-3-1964
30-6-1964
30-8-1964
30-9-1964

31-12-1964

(«

(a) In respect of bays 3 & 7 
(i)  In respect of bays i to 9
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Block I I I —50%  July, i960  7 5 %  Jan. ’61 October ’60 
Transformers 100%  July 63 June, 62

& Capacitors 100%  July,
1961

Block I V - 5 0 %  July 1951 100%  J a n .’61 
CDiitrol
gear ioo%  July, 1962

'^ F o u n d ^ . 100%  July, 1961 5°%  J u ly , 60 August. 60
100%  July, 63 August, 62

is t two bays 
on 7-11-60  & 
rest by June, 
1962.

July, i9 6 0  to 
March, 1961.

August, 60 
August, 62

I t  w o u ld  b e  se e n  fro m  th e  a b o v e  ta b le  th a t B lo c k s  I &  II  a re  y e t  
to  b e  c o m p le te d / c o m m iss io n e d  a n d  ta r g e t  d a te  o f  c o m p le tio n  h a s  

b e e n  e x c e e d e d  b y  p e rio d s  r a n g in g  fro m  3 m o n th s  to  2 y e a rs . T h e  

m a in  re a so n s  fo r  th e  d e la y e d  c o m p le tio n  a p p e a r  to  b e  th e  fr e q u e n t  

c h a n g e  in  th e  c a p a c ity  a n d  s iz e  o f  th e  p r o je c t  r e s u ltm g  m  fr e s

p la n n in g .

6 Target and A ctual A ch ievem ent.—The  C o m p a n y  w e n t  in to  

n o m in a l p ro d u ctio n  in  J u ly , 1960. D u r in g  th e  y e a r  1960-61 sw itc h -  

g e a r  a n d  c o n tro l g e a r  co m p o n en ts  o f  th e  v a lu e  o f  R s. 17-3 4  la k h s  
(n o t e n v isa g e d  in  th e  o r ig in a l P r o je c t  R e p o rt)  w e r e  m a n u fa c tu re d  

as a g a in s t  th e  fin ish e d  o u tp u t o f  R s. 47-88 la k h s  o f  T ra n s fo rm e rs  &  

T r a c t io n  M o to rs  e n v is a g e d  in  th e  o r ig in a l p r o je c t  re p o r t  a n d  R s. 45 

la k h s  as p e r  P h a s e d  P r o g ra m m e . T h e  ta rg e ts  a p p ro v e d  a n d  th e  

a c tu a l o u tp u t o f  fin ish e d  go od s fo r  th e  y e a r s  1961-62 a n d  1962-63 a re

g iv e n  b e lo w : —

(Rs. in lakhs)

SI. Production 
No.

Year
Targets production

-S h o r t fa l l
Project As per Actual in 
report Company’s (on double percetage 

(on single programmes shift) 
shift) (single shift)

I 2 3 4 5 6 7

1 . Switchgear
2 . Transformers
3. Control gear
4. Capacitors

iVlotors ■ • 
6. H.-avy Rotating Plant

19 6 2 -6 3
»

?S
J5
S)

2 1 - 2 7  9 1 - 1 0  80-95 
1 1 8 .2 9  68 39 4 2 -9 7  

3 -7 3  rs.oo 0 87 
17 .0 0  I4'85 

64 3 5 10  00 7'34 
i 6 ‘ 29

1 1

37 
X 89 

13
27

T o t a l  (19 6 2 -6 3 ) 2 2 3 .9 3  1 9 4 '49  i4 6 '9 8 24

19 6 1-6 2 12 6  I I  T<;o-oo 1 3 - 1 7  
(single 
shift)

91



T h e  ta r g e ts  p re s c r ib e d  in  th e  p r o je c t  re p o r t  a n d  a lso  chose la id  

d o w n  u n d e r  p h a s e d  p ro g ra m m e  bas,3d on s in g le  s h if t  c o a id  n o t b e  

a q h ie v e d  b y  th e  C o m p a n y  e v e n  in  d o u b le  sh ift. T h e  re a so n s  fo r  

s h o r t fa l l  h a v e  b e e n  sta te d  to  b e  m a in ly  th e  n o n -r e c e ip t u f p r in c ip a l 

m a te r ia ls  a n d  c e r ta in  im p o rte d  c o m p o n en ts  a n d  in a d e q u a c y  o f  
e x p e r ie n c e d  s u p e r v is o r y  staff.

7. Staff Strength.— The  p r o je c t  re p o rt e n v is a g e d  th e  to ta l s tre n g th  
o f  f a c to r y  s ta ff  fo r  a n  a n n u a l o u tp u t o f R s. 12 -5  c ro re s  a t  8487, as 

a g a in s t  th e  a c tu a l s tr e n g th  o f  9336 on  th e  1s t J a n u a ry , 1963 fo r  a 

p la n n e d  o u tp u t o f  o n ly  R s. 3-5  c ro re s  a n d  a c tu a l o u tp u t o f  R s. 3 -1  

c ro r e s  ( in c lu d in g  w o rk -in -p r o g re s s  a n d  c iv i l  e n g in e e r in g  c o m p o n e n ts ) .

A c c o r d in g  to  th e  P r o je c t  R e p o r t  th e  in c id e n c e  o f  th e  a d m in is­

t r a t iv e  s ta ff  to  th e  f a c to r y  p e rs o n n e l sh o u ld  b e  in  th e  r a tio  o f  1 :12 . 

T h e  p re s e n t r a tio  is, h o w e v e r , 1:6. T h e  T e c h n ic a l C o n s u lta n ts  in  th e ir  

re p o r t  s u b m itte d  in  F e b r u a r y , 1963 h a v e  s ta te d  as u n d er: —

“ A l l  f a c to r y  d e p a rtm e n ts  a re  f u l ly  s ta ffe d  e x c e p t  th e  T o o l 

ro o m  a n d  m a n u fa c tu r in g  se r v ic e s  d e p a rtm e n t, a n d  in d e ed  

m o st o f  th em  a re  w e l l  o v e r  s ta ffe d  fo r  th e ir  p re s e n t le v e l 
o f  o u tp u t.”

T h e  n o tic e a b le  a d d it io n a l s ta ff  as co m p a re d  w it h  th a t  re c o m ­
m e n d e d  b y  th e  c o n su lta n ts  fo r  an  o u tp u t o f R s. 12-5  c ro re s  to  be  
a tta in e d  in  1967 a re  g iv e n  b e lo w :—

Dsp-artments
Staff Staff in Excess

recommended position staff 
as per in

project Jan. 63 
report

I. Transformers, Capacitors and R<^ctifiers . 689 IIS 4 645

2. Fabrication . . . . 595 1012 417

3. Maintenance and other services . 0 634 969 335

4. Transport . . . . 8i 159 78

5. Secretariat and Accounts . 443 748 305

6. Purchase and Factory Stores 132 302 . 170

7. Management . . . . 36 71 35
8. Personnel and catering 285 285

T o t a l 2610 4700 2090
(80% )



T h e  c o m p a n y  h a v e  s ta te d  th a t  r e v is e d  a ss e s s m e n t o f  s ta ff  

r e q u ir e m e n t  is  b e in g  m a d e  s t r ic t ly  in  a c c o r d a n c e  w it h  th e  a n t ic i­

p a te d  m a n u fa c tu r in g  p r o g r a m m e  a n d  th e y  e x p e c t  th a t  i t  w i l l  ,b e  

p o s s ib le  to  e c o n o m is e  th e  e x p e n d itu r e  o f  a d m in is tr a t iv e  a n d  

e s ta b lis h m e n t  c h a rg e s .

8. A voidable ex tra  paym en t jo r  the construction  o f quarters .—  

(i)  A c c o r d in g  to  th e  c o n tr a c t  f o r  N a rb a d a  sa n d  u t i l is e d  f o r  th e  

c o n s tr u c tio n  w o r k  p a y m e n t  h a d  to  b e  m a d e  a t  a p r e m iu m  o f  12 p e r  

c e n t  a n d  p e r  c e n t  a b o v e  th e  M a d h y a  P r a d e s h  S c h e d u le  o f  R a te s , 
1957. T h e  s c h e d u le  o f  ra te s , fo r  th is  san d, h o w e v e r ,  in c lu d e d  a n  

e le m e n t  o f  R s. 26 p e r  100 e ft . on  a c c o u n t o f  r a i l w a y  f r e ig h t  w h ic h  

w a s  a lso  th e  a c tu a l r a i lw a y  f r e ig h t  c h a rg e d . P r e m iu m  w a s  a llo w e d  

o n  th is  a m o u n t a lso . T h e  e x t r a  p a y m e n t on  th is  a c c o u n t  w o r k s  u p  

to  R s. 16,568.

(ii)  T h e  ra te s  a c c e p te d  f o r  c o m p le te d  ite m s  o f  w o r k  w e r e  in c lu ­

s iv e  o f  th e  e le m e n t o f  c o st o f  lo c a l  sa n d  u se d . W h e r e v e r  N a r b a d a  

sa n d  w a s  a c t u a l ly  u s e d  in s te a d  o f  lo c a l  sa n d , w h i le  e x t r a  p a y m e n t  

w a s  m a d e  in  f u l l  fo r  th e  sa n d  a c t u a l ly  u se d , n o  r e b a te  w a s  ta k e n  

f o r  th e  e le m e n t o f  lo c a l  sa n d  in c lu d e d  in  th e  a c c e p te d  ra te s . T h e  

o v e r p a y m e n t  o n  th is  a c c o u n t w o r k s  u p  to  R s. 45,977.

9. Additional expenditure due to delay in accepting a render .—  
A n  o ffe r  f o r  th e  s u p p ly  o f a  M il l in g  m a c h in e  a t  a  f irm  p r ic e  o f  

£ 26,374 (R s. 3,52,000) a n d  v a l id  f o r  60 d a y s  w a s  r e c e iv e d  b y  th e  

C o m p a n y ’s r e p r e s e n ta t iv e  in  L o n d o n  o n  th e  2n d  O c to b e r , 1959 fro m  

M /s. A s s o c ia te d  E le c tr ic a l  In d u s tr ie s , L o n d o n , th e  p u r c h a s in g  

a g e n ts  o f  th e  C o m p a n y . T h is  b e in g  a  s in g le  te n d e r , th e  p u rc h a s e  

h a d  to  b e  a u th o r is e d  b y  th e  C o m p a n y ’s B o a r d  o f  D ire c to r s . T h e  

B o a r d ’s a p p r o v a l w a s  g iv e n  o n ly  on  th e  18 th  o f  J a n u a r y , 1960 an d  

th e  p u rc h a s e  o r d e r  w a s  is su e d  on  th e  10 th o f  F e b r u a r y ,  1960, b y  

w h ic h  tim e  th e  o ffe r  w a s  n o  lo n g e r  v a lid  a n d  th e  firm  d e m a n d e d  

a n  in c re a se  o f 7J p e r  c e n t in  p r ic e  d u e  to in cre a se d  c o st o f  m a te r ia l  
a n d  la b o u r. A f t e r  f u r t h e r  n e g o tia t io n  th e  f irm  a g r e e d  to  a n  in c r e a s e  

o f  6 p e r  c e n t o n ly  w h ic h  w a s  a cc e p te d . T h e  in c re a se d  p a y m e n t on  

th is  a c c o u n t w a s  £ 1,475 (R s. 19,667).

10. Losses arising from  thefts.— T h e  fo l lo w in g  a re  so m e in sta n c e s  

o f  lo ss  in c u r r e d  b y  th e  C o m p a n y  d u e  to  s to re s  a n d  m a c h in e r y  b e in g  

s to le n :—

(i) T heft o f  4 tons o f M. S. Rounds.— A b o u t  4 to n s o f  M .S . R o u n d s 

v a lu e d  a t  R s. 3,000 w e r e  s to le n  fr o m  th e  C e n tr a l S to r e s  o f  th e  C o m ­

p a n y  in  M a y , 1960. T h e  m a tte r  w a s, re p o r te d  to  th e  P o lic e  o n ly

49
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in April, 1961 (a year later) and the Police indicated their inability 
to investigate as the case was not registered with them in'tim e. 
Departmental investigation, however, revealed that the signature 
of the Assistant Executive Engineer was forged on the stores requi­
sition note. It is understood that the indent book issued to the 
Store-keeper, instead of being kept under lock and key, was ly.ng 
unguarded in the Section for a considerable time and was used by 
several persons. Departmental action taken to fix responsibility 
and to write off the loss is still awaited.

(ii) Theft o f  3,000 RFT of Electrode.— The  Assistant Stores Keeper 
of the Training Stores Department issued 3,000  RFT of Electrode 
valued at Rs. 3,000 from the Central Stores on the 30th June 1961 
and misappropriated the same by forging signatures on the Stores 
requisition notes. The theft was detected after about 4 months, t.e 
in October. 1961. This theft was facilitated by the fact that 
Assistant Stores Keeper was entrusted with the issue, requisition as 
well L  receipt of materials, in contravention of the Store Accountmg 
Procedure. The Assistant Stores Keeper is reported to be abscon­
ding. The loss has been written off under the sanction of 
General Manager on 15th June, 1963.

11. Stock and Stores.
(a) Physical Verification.
Stock and Stores.-In  the two main stock records kept, i.e., 

the Priced Stores Ledgers and in the Central Accounts, appreciable 
discrepancies between the closing balances have been noticed The 
actual stock as physically verified also differs from the closing 
balances of both these accounts records in a large number of cases. 
The net effect of these discrepancies has been carried over 
to year in the Balance Sheet under ‘Differences in Stores Stock 
As on the 31st March, 1963, there was a net difference of Rs. 2-31 
lakhs pending adjustment as under; —

Debit Credit
Rs. Rs.

1. Pricsd Stores Lodger and physical vcn- 2 04,028 3>25.492
fication Report • • • '

2. Bia Card, and Priced Stores Ledgers . 12,24,486 19,89,383

3. Priced Stores Ledgers and General Led- 1 7 7 5 , 3 9  6,71,178
gets Balances ■

„  . 1,05,603 92,387
4  O ther diffi«*r«nces * _______ ____________ —----- —-------------------------------------

„ . 33.09̂ 456_________ 30,78,440



(b) Stores in Transit and Advances to suppliers.— O u t o f stores 
in  tra n s it  v a lu in g  Rs. 78-00 la k h s  as on  th e  31st M arch , 1963, th e 
re c e ip t o f m a te r ia ls  v a lu in g  Rs. 66-11 la k h s  co u ld  n o t b e  linked^ 
t ill  A u g u s t, 1963. T h e  la tte r  am ou n t a lso  in clu d e s a su m  of Rs. 4-53 
la k h s  w h ic h  is  o u ts ta n d in g  fo r  m o re  th a n  a y e a r . S im ilia r ly , th e 
fo llo w in g  a d v a n ce s a re  p e n d in g  lin k in g  in  re sp ect o f  fo re ig n  p u r- 

'Chases as on th e 31st M arch . 1963: —

Rs.

1959-00 ................................ 88,987

1960-6 1 ................................14,67,600

1961-62 . . . .  [7,60,080

1962-63 . . . .  6,69,066
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(c) Plant & M achinery awaiting erection.— A  su m  o f Rs. 10-31 

la k h s  b ro u g h t fo rw a rd  fro m  th e  p re v io u s  y e a rs  is p e n d in g  a d ju stm e n t 

fo r  w a n t o f in fo rm atio n .

12. Financial Results.
(a) Sales.— T h e  C o m p a n y ’s a u d ited  accou n ts fo r  1962-63 sh o w  a 

gross lo ss o f Rs. 280-96 la k h s  aga in st a  to ta l sa le  o f Rs. 95-79 lakhs. 
T h e  C o m p a n y  has fix e d  th e  se llin g  p rice s  on th e basis  o f th e  p re v a il­

in g  m a rk e t p rices as a scerta in e d  b y  th e  C o m m ercia l D ep artm en t. 
T h e  sales d u rin g  1962-63 w e r e  m ad e aga in st orders a ccep ted  b y  th e 
C o m p an y in  1959, viz., p rio r to  th e  com m en cem en t o f  th e  produ ction . 
It h as b e e n  n oticed  th a t th e  se llin g  p rice s  so  fixed  and a ccep ted  fo r 
the C o m p a n y ’s m a jo r  p ro d u cts w e re  m u ch  b e lo w  th e  a ctu a l cost, 
re su ltin g  in h e a v y  losses. T h e  C o m p a n y  is n ow  u n d e rta k in g  a re v ie w  
■to a rr iv e  at a rea so n a b le  b asis fo r  fixa tio n  of se llin g  prices, a fte r 
ta k in g  in to  con sid eration  a ll re le v a n t factors.

T h e  losses in cu rred  b y  th e  C o m p an y d u rin g  th e th ree  y e a rs  1960-61 

to  1962-63 are  as fo llo w s:—

Rs.

1960-6 1 ......................................40-45 lakhs

1961-62 . . . . .  106-78 „

1962-6 3 ..................................... 433-57 >.

T h e to ta l a ccu m u la ted  losses w e re  Rs. 611-60 la k ljs  as on 31-3-1963.



(b ) Sundry D eb tors .— T h e  to ta l  v o lu m e  o f  d e b ts  o u ts ta n d in g  f o r  
c o lle c t io n  a t  th e  e n d  o f  la s t  3 y e a r s  w a s  a s  f o l lo w s  :—

(Rupees in lakhs>

Balance outstanding Outstanding for 
as on 31st March more than one 

year

1960-61 .............................................  5 .1 3  .73

1961-62 .............................................  13 .01  1 .4 9

1962-63 . . . , . 6 0 .0 4  2 .1 0

13. Loss o f Rs. 1,75,247.— A d v a n c e s  a re  m a d e  b y  th e  C o m p a n y  tO’ 
v a r io u s  O ffic e rs  f r o m  tim e  to  tim e  to  m e e t th e  e x p e n d itu r e  on  

e m e rg e n t p u rch a s e s , O c e a n  f r e ig h t  an d  C u s to m s d u ty , e tc . T h e  

L ia is o n  O ffic e r  o f  th e  C o m p a n y  a t B o m b a y  h a d  a b a la n c e  o f 

R s. 1,75,247 o n  27 th  J a n u a r y , 1963 o u t o f th e  fu n d s  a d v a n c e d  to  

h im  fr o m  tim e  to  t im e  b e tw e e n  J u n e , 1961 to  D e c e m b e r , 1962. H e  

c o m m itte d  su ic id e  on  27th  J a n u a r y , 1963. T h e  C o m p a n y  a p p o in te d  

an  In q u ir y  C o m m itte e  to  in v e s t ig a te  in to  th e  ir r e g u la r it ie s  co m m itte d  
b y  h im . T h e  fin d in g s  o f th e  co m m itte e  w e r e  th a t  th e  f r a u d  w a s  

re n d e r e d  p o ss ib le  b e c a u se  o f th e  a b se n ce  o f a s u ita b le  sy s te m  of 

p ro c e d u re  b y  w h ic h  p e r io d ic a l c h e c k s  co u ld  b e  e x e r c is e d  b y  th e  H e ad  
O ffice  o v e r  th e  u tilis a tio n  o f  th e  fu n d s  m a d e  a v a ila b le  to  th e  O fficer 
f r o m  tim e  to tim e  a n d  th e  fa ilu r e  on  th e  p a r t  o f th e  v a r io u s  d e p a rt­

m e n ts  in  n o t b r in g in g  in to  u se  th e  fo rm  p re s c r ib e d  fo r  d r a w a l of 

a d v a n c e s  a n d  n o n -o b se rv a n c e  o f  in stru c tio n s  issu ed . I t  w a s  a lso  f e lt  

b y  th e  co m m itte e  th a t  th e r e  w a s  a  fa ilu r e  on  th e  p a r t  o f  th e  A c c o u n ts  

O ffice  o f  th e  C o m p a n y  in  n o t e n fo r c in g  th e  u se  o f  th is  fo rm  b y  th e  

v a r io u s  d e p a rtm e n ts . T h e  C o m m itte e  fo u n d  fo u r  e m p lo y e e s  re sp o n ­

sib le  fo r  n o t h a v in g  p r o p e r ly  d is c h a rg e d  th e  re s p o n s ib ilit ie s  d e v o lv in g  

o n  th em . A c t io n  ta k e n  b y  th e  C o m p a n y  on  th e  f in d in g s o f t h e  

C o m m itte e  a n d  th e  re p o r t  o f  th e  P o lic e  in v e s t ig a tio n  in to  th e  case,, 

a re  s t i l l  a w a ite d .

V I II . H I N D U S T A N  C A B L E S  L I M IT E D

T h e  p r o je c t  fo r  m a n u fa c tu r in g  p a p e r  in s u la te d  le a d  c o v e r  a n d  

a rm o u re d  te le p h o n e  c a b le s  re m a in e d  as a  G o v e r n m e n t D e p a rtm e n ta l 

u n d e r ta k in g  t i l l  4 th  A u g u s t, 1952 .w h en  a  G o v e r n m e n t C o m p a n y  c a lle d  

‘H in d u sta n  C a b le s  L im ite d ’ w a s  fo rm e d  w it h  a n  a u th o r ise d  c a p ita l 

o f R s. 3 c ro res , w h o U y  o w n e d  b y  t h e  G o v e r n m e n t o f In d ia . In  a d d i­
tio n  to  a lo a n  o f  R s. 119  la k h s  fro m  th e  G o v e r n m e n t o f In d ia  th e  
su b sc rib e d  a n d  p a id  u p  c a p ita l o f th e  C o m p a n y  as on  3 1st M arch , 1963 

w a s  R s. 160-47 la k h s . T h e  C o m p a n y  h a d  a lso  d ra w n  fu n d s  on  a  ca sh
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c r e d it  a c c o u n t  w it h  t h e  S t a t e  B a n k  o f  In d ia , to  th e  e x t e n t  o f R s . 7 1 - 2 2  

la k h s  a s  o n  31-3-1963.

2. P r o d u c t i o n — P r o d u c t io n  o f  d r y  c o re  c a b le s  c a m e  to  74-8%  a n d  

76 -8 %  o f  th e  b u d g e t te d  p r o d u c t io n  in  1958-59 a n d  1959-60. T h e  s h o r t­

f a l l  in  p r o d u c t io n  o f  c o a x ia l  c a b le s  in  1961-62 b y  7 6 -5 %  w a s  sta ted , 

to  b e  m a in ly  d u e  to  n o n - a v a i la b i l i t y  o f  c e n tr e  c o p p e r  w i r e  o f  r e q u is i t e  

q u a lit y .  T h e  m a n a g e m e n t h a v e  s ta te d  th a t  t h e  o r ig in a l  b u d g e t  f o r  

c o a x ia l  c a b le s  d u r in g  1961-62 w a s  a n  o v e r -e s t im a te  a s  t h e y  h a d  n o t  

a n t ic ip a te d  th a t  te c h n ic a l  d if f ic u lt ie s  in  c o n n e c tio n  w it h  p ro d u ctio n , 

o f  c o a x ia l  c a b le  w o u ld  b e  so  n u m e ro u s .

T h e  s h o r t f a l l  in  p r o d u c t io n  h a s  a lso  c a u se d  n o n -u til is a t io n  o f  the- 

m a c h in e s  in  so m e  o f  th e  sh o p s o f  th e  f a c to r y  to  th e ir  f u l l  c a p a c i t y  

a n d  c o n s e q u e n t  la r g e  p e r c e n ta g e  o f  id le  m a c h in e  h o u rs.

3. W astage in Production.— Copper, s te e l  ta p e  a n d  le a d  a re  th e  

p r in c ip a l  m a te r ia ls  u s e d  in  th e  m a n u fa c tu r e  o f  th e  c a b le s . O u t  o f  

th e se , c o p p e r, th e  m a jo r  c o m p o n e n t is  a n  im p o r te d  ite m . N o  s ta n d ­

a rd s  fo r  m in im u m , w a s t a g e  h a s  b e e n  f ix e d  so f a r  fo r  a n y  o f  th e  

c o m p o n e n ts . T h e  p e r c e n ta g e s  o f s c ra p  to  th e  m a te r ia ls  c o n su m e d  i j i  

r e s p e c t  o f  so m e  o f  th e  p r in c ip a l  m a te r ia ls  f o r  th e  fo u r  y e a r s  c o m ­

m e n c in g  f r o m  1959-60 a re  in d ic a te d  b e lo w :  —
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1959-60 1960-61 1961-62 1962-63

3 -98% 6 .0 5 % 4 .8 6 %

Steel Tape • 1-35% 0 .9 5 % 4 .2 4 % 1. 71%

2 .4 4 % . 2 .1 1 % 2 .5 9 %

T h e  f lu c tu a t in g  r a te s  o f  w a s t a g e  fro m  y e a r  to  y e a r  a p p e a r  to- 

n e e d  in v e s t ig a t io n  a n d  e a r ly  s te p s  sh o u ld  be  ta k e n  to  f ix  th e  m a x im u m  

p e r m is s ib le  l im it  o f  w a s t a g e  in  e a c h  case. O n  th e  b a s is  o f  q u a n tit ie s  

o f  th e s e  th r e e  m a te r ia ls  c o n su m e d  fo r  th e  w h o le  y e a r  1962-63, a n  

e x t r a  1 %  o f w a s t a g e  w o u ld  m e a n  a  lo ss  o f  R s . 1-8 7  la k h .

4. D elay in com pletion  o f Arm ouring shop .— In  O c to b e r , 1954 

th e  C o m p a n y  d e c id e d  to  d o u b le  th e  c a p a c ity  o f th e ir  A r m o u r in g  

S h o p . T h e  p r o g ra m m e  fo r  th e  p ro c u re m e n t o f  th e  m a c h in e s  in c lu d ­

in g  a n c il la r y  e q u ip m e n t w a s  so p h a s e d  th a t th e  a d d it io n a l m a c h in e s  
w o u ld  b e  co m m iss io n e d  b y  S e p te m b e r , 1956. A c c o r d in g ly ,  in  J u ly ,  

1953, o rd e rs  w e r e  p la c e d  fo r  a n  a rm o u r in g  m a c h in e  (co st R s. 2-56  

la k h s )  w h ic h  w a s  r e c e iv e d  b y  S e p te m b e r, 1956. T h e  m a c h in e  c o u ld



not, however, be commissioned till March, 1959, because of the delay­
ed placement of orders in respect of 3 items of ancillary machines 
the boiler, the turn table and headguard and gears.

5. Extra Expenditure of Rs. 75,000 (Approx.) as a result of 
defective tender for the purchase of machines and spares, etc.—In 
August, 1961 two foreign firms submitted tenders for two wire Insula­
ting Extrusion lines at a net price of £14,365 (Rs. 1,91,533) f.o.b. and 
£ 18,612 (Rs. 2,48,160) respectively against tender enquiry by India 
Store Department on behalf of the Company. The price of £ 18,612 
(Rs. 2,48,160) was exclusive of spares for which the tenderer quoted 

.£ 1,375 (Rs. 18,333) while the other quotations included the supply 
of spares also. The consultants. Standard Telephone Company re­
commended acceptance of the lower offer of £ 14,365 (Rs. 1,91,533) for 
the two lines since it complied with the tender specification of an 
operating speed of 30,000 m_tres per hour. The Company, however, 
preferred the product of the higher tenderer on the consideration 
that the machine would be a faster one (42,000 metres per hour) and 
would give better value for money as the output would be 2-5 yards 
per hour as against 2-3 yards per hour by the machine of the lower 
tenderer. Eventually the India Store Department was asked to place 
orders for one machine from each firm. Subsequently the Standard 
Telephone Company informed the India Store Department that the 
machine offered by the lower tenderer complied fully with the tender 
specification and that the firm had also increased the speed of the 
machine to 42,000 metres per hour, so that its cost on insulated wire 
output basis worked out to less than that of the other one. The 
India Store Department informed the company accordingly. No 
change in the order was, however, considered necessary by the Com­
pany inspite of the suggestion given by the consultants. This resulted 
in an extra expenditure of £ 5,622 or Rs. 75,000 (approx.) to the 
Company.

6. Financial Results.
(a) Debts Outstanding—Rs. 55-63 lakhs.—The Company’s main 

customer is the Posts and Telegraphs Department to whom cables are 
supplied through the Directorate General, Supplies and Disposals. It 
has been noticed that heavy amounts (on an average Rs. 40 lakhs per 
month which had gone up at one stage to Rs. 70 lakhs) have been out­
standing against this department. On the other side the Company 
has been resorting to over-drafts from the State Bank of India. The 
interest paid on these overdrafts upto 31st March, 1963 amounted to 
■Rs. 2,16,486.
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(b) The financial results of the Company for the last three years
are given below :— ____________________________________________

1960-61 1961-62 1962-63^

55 ■■■

1. Total capital employed (including loans
& free reserves) . . • •

2 . Sales ( n e t ) .........................................

3- Profit (including interest on loan)

4 . Percentage o f profit on capital employed

5 . Percentage o f profit on sales

2,27,33,298 2,45=09,541 3,17,50,241

1,36,51,167 1,81,64 ,854 3>I9=23,554

27,2 I>552 22 ,53 ,0 24 43>59>o65

12 GO 9 'iq 13-7

17-38 12-4 13-65

Till 31st March, 1961 the selling prices were fixed by the Directo­
rate General, Supplies and Disposals on the basis of current accept­
able quotations received against invitations of Global Tenders. The 
pricing pohcy was, however, changed w.e.f. 1st April, 1961 and under 
the revised formula the selling prices of cables are to be fixed on the 
basis of cost of production plus an element of profit to be determined 
at 12 per cent return on the capital employed.

(c) The Chartered Accountants in their Supplementary Report 
dated the 5th December, 1963, on the accounts of the Company for
1962-63 have stated that the quality of the book keeping (both finan­
cial and costs) is not satisfactory and that the Internal Audit Section 
which is under the administrative control of the Chief Accountant is 
called upon, from time to time, to perform other work. They have 
suggested the immediate introduction of Accounting and costing 
M a n u a ls  and procedure.

IX  EXPORT CREDIT AND GUARANTEE CORPORATION 
LIMITED

The Export Risks Insurance Corporation Limited now renamed 
as Export Credit and Guarantee Corporation Limited was incorpo­
rated as a Central Government Company on 30th July, 1957 with the 
principal object of providing insurance cover to Indian Exporters 
against Commercial and political risks resulting from non-payment 
by foreign buyers. The Corporation offers a wide range of policies. 
T h e  policies indemnify the exporters to the extent of 80 per cent of 
the loss in the case of ‘Commercial Risks’ and 85 per cent in the case 
of political risks. The minimum premium rates, below which the 
Corporation cannot quote, are fixed by Government. The actual 
rates are fixed by the Corporation after taking into account the com­
modity involved, destination country and the period of credit.



T h e  a u th o r ise d  c a p ita l o f th e  C o rp o ra tio n  is  R s. 5 c ro re s  d iv id e d  

in to  5 la k h s  e q u ity  sh a re s  o f  R s. 100 each. T h e  issu e d  a n d  su b sc rib e d  

c a p ita l as on  3 1st D e ce m b e r , 1962 w a s  R s. 50 la k h s . A l l  th e  sh a re s  a re  
h e ld  b y  G o v e r n m e n t.

2. A ch ievem en t .— ^The C o rp o ra tio n  e x p e c te d  th a t  th e y  w o u ld  b e  

a b le  to  c o v e r  8 to  9 p e r  c e n t o f  th e  e x p o rts  o f  th e  c o u n try . O n  th is  

basis , fo r  th e  y e a r  e n d in g  3 1st D e ce m b e r, 1962 a b o u t R s. 50 cro res 

w o r th  o f  e x p o rts  sh o u ld  h a v e  b e e n  c o v e re d . T h e  a c tu a l in su ra n c e  

c o v e r e d  fo r  th is  y e a r , h o w e v e r , w a s  o n ly  R s. 20 • 69 c ro res . I t  h a s  b e e n  
sta te d  th a t  th e  E x p o r t  C r e d it  G u a ra n te e  C o m m itte e  d id  n o t h a v e  a n y  
a c tu a l e x p e r ie n c e  in  th e  f ie ld  a n d  th a t a b o u t 50 p e r  c e n t o f  In d ia ’s 
E x p o r t  tra d e  is  on  tr a d itio n a l lin e s  l ik e  ju te , c o tto n  a n d  te a , in  re s p e c t 
o f  w h ic h  In d ia n  e x p o rte r s  h a v e  w e l l  e sta b lish e d  c o n n e ctio n s an d  
th e r e fo re  do n o t n e e d  in su ra n c e  co v er .

T h e  p oU cies issu ed  a n d  th e  r is k  v a lu e  c o v e r e d  b y  th e  C o m p a n y  
a re  g iv e n  b e lo w : —
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Particulars ■ , i960 1961 1962

12-01 2 0 .6 9

Policies issi^d  :
(a ) Standard. Policies . . . . 
lb) Packing Credit Policies

321
3

400
26

502
52

Maximum Liability (Rs in crores).
(a) Standard Policies . . . .
(b) Packing Credit Policies

8 .1 3
0 0 1

12-57
0-45

15-74
1.42

3. Expense Ratio .— T h e  p re m iu m  in co m e a n d  th e  a d m in is tra tiv e  

e x p e n se s d u r in g  th e  y e a r  e n d in g  3 1st D e ce m b er, 1962 w e r e  R s. 5-63 

la k h s  a n d  R s. 3-5 7  la k h s , r e s p e c tiv e ly . T h e  ra tio  o f  th e  a d m in is tra ­
t iv e  e xp e n se s  to  th e  p re m iu m  in co m e w a s  th u s  63 p e r  ce n t d u rin g  

th e  y e a r  1962. T h e  fo llo w in g  ta b le  co m p a re s th e  e x p e n se  ra tio  o f  th e  
C o rp o ra tio n  w it h  th e  ra tio s  o f s im ila r  o th e r  o rg a n isa tio n s in  th e  
fo re ig n  co u n trie s:

Country Year of 
inception

Expense ratio as %

India
Canada
Denmark
France .
Norway
U.K.

1962 1961

1957 63-0 79*c
1944 4 8 .0 68*<>
1954 I I . 5 14-5
1948 Not available 14 5
1956 1 7 .0 1 4 .0
1919 16-8 1 8 .7



T h e  C o r p o r a t io n  h a s  s t a t e d  t h a t  th e  lo w e r  r a t io  is  p a r t ic u la r ly  

p e r c e iv a b le  in  c o u n tr ie s , w h o s e  o r g a n is a t io n s  a r e  w e l l  e s ta b lis h e d  

a n d  o ld e r  th a n  th a t  o f  In d ia .

4. C la im s .— T h e  c la im s  p a id  f r o m  t h e  c o m m e n c e m e n t o f  o p e ra tio n s  

in  J u ly ,  1957 to  D e c e m b e r  3 1st, 1962, a n a ly s e d  b y  t y p e  o f  r is k  in s u re d , 

a r e  as fo llo w s :
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Nature o f claim Claims Recoveries Irrecove- Net out-
paid rable standing

losses

(Rs. in thousands)

Import Control 0-17 0 -17

Exchange transfer • 35-95 10-39 25.56

Repudiating Buyer 6 .5 1 1-48 5-03

Insolvency o f  Buyer • 3 4 9 6 •• 5.66 29.30

Default o f Buyer . 960.61 658.54 49-03 253-07

T o t a l 1038-20 669.10 5 6.14 312.96

I t  w i l l  b e  se e n  th a t  a  su m  o f R s. 56,140 h a s b e e n  w r it t e n  o ff  as 
ir r e c o v e r a b le .  O u t o f  th e  n e t  o u ts ta n d in g  on  3 1st D e c e m b e r , 1962 o f  

R s . 3,12,960 a  f u r t h e r  su m  o f  R s. 90,685 is  e x p e c te d  to  b e  ir r e c o v e r a b le  

a n d  R s. 9,827 is  c o n s id e r e d  d o u b tfu l o f r e c o v e r y .

I t  is  to  b e  n o te d  th a t  c la im s  p a id  a n d  r e c o v e r ie s  e f fe c te d  a r e  ta k e n  

o n  a c tu a l c a s h  b a sis  in  th e  A n n u a l  A c c o u n ts  o f  th e  C o r p o r a tio n  a n d  

n o t on  a c c r u a l b asis .

5. W orking Results.
(a) O perations .— O u t o f  th e  s u rp lu s  o f  R s. 4,84,790 in  1962, as 

a g a in s t  R s. 2,96,798 in  th e  p r e v io u s  y e a r ,  R s. 4,54,409 h a v e  b e e n  tr a n s ­

fe r r e d  to  th e  R e s e r v e  fo r  u n e x p ir e d  r is k s  a n d  th e  b a la n c e  o f  R s. 30,381 

h a s  b e e n  c a r r ie d  to  u n d e r w r it in g  R e s e rv e .

T h e  to ta l  a m o u n t a t  c r e d it  in  b o th  th e s e  r e s e r v e s  to g e th e r  o n  3 1st 

D e c e m b e r , 1962 w a s  R s. 9,54,409. A s  a g a in s t  th is , th e  in te r e s t  on  in ­

v e s tm e n ts  r e c e iv e d  b y  th e  C o r p o r a tio n  u p  to  th e  sa m e  d a te  w a s  
R s. 10,41,094. T h e r e fo r e , f r o m  th e  in c e p tio n  o f  th e  C o r p o r a tio n  to  th e  

S ls t  o f D e c e m b e r , 1962, th e r e  w a s  a  n e t  e x c e s s  o f  o p e r a tin g  e x p e n s e s  
and c la im s  p a id  o v e r  p r e m ia  to  th e  e x t e n t  o f R s. 86,685. T h e  C o r p o r a ­

tio n  is  a c tu a lly  e x p e c te d  to  w o r k  on  a  “ n o  lo ss, n o  p r o fit”  b asis .

(b ) T h e  C o r p o r a tio n  h a s  n o in te r n a l a u d it s y s te m  a t p resen t.



X . I N D I A N  T E L E P H O N E  I N D U S T R I E S  L I M IT E D

T h e  In d ia n  T e le p h o n e  In d u s tr ie s  w a s  e s ta b lis h e d  b y  th e  G o v e r n ­

m e n t o f  In d ia  a t  B a n g a lo r e  in  J u ly ,  1948 to  u n d e r ta k e  th e  m a n u fa c ­
tu re , a ss e m b ly  a n d  b u y in g  a n d  s e llin g  o f T e le -c o m m u n ic a tio n  e q u ip ­

m e n t su c h  as a u to m a tic  T e :e p h o n e  c a r r ie r  e q u ip m e n t e tc . O n  is t  

F e b r u a r y ,  1950, th e  in d u s tr y  w a s  c o n v e rte d  in to  a  l im ite d  co m p a n y . 

T h e  C o m p a n y  s ta r te d  w it h  a n  a u th o r ise d  c a p ita l o f  R s. 250 la k h s , 

w h ic h  w a s  la te r  in c r e a s e d  to  R s. 400 la k h s  in  1954. T h e  p a id  u p  

c a p ita l  o f th e  C o m p a n y  on  th e  3 1s t M a rch , 1963 w a s  R s. 400 la k h s .

2. A greem en t w ith  technical consultants.—T he  G o v e r n m e n t o f  
I n d ia  e n te r e d  in to  a  te c h n ic a l  c o lla b o ra tio n  w it h  a  fo r e ig n  firm  on 

3 rd  M a y , 1948. A c c o r d in g  to  th e  te rm s  o f th e  a g re e m e n t th e  fo re ig n  

c o lla b o ra to r s  w e r e  to  r e c e iv e  fo r  th e  se r v ic e s  to  b e  re n d e re d  th e  

fo llo w in g ;  —

(a) F o r  p a te n t r ig h ts  a n d  m a n u fa c tu r in g  d a ta , a  su m  o f  
£50,000 on s ig n in g  o f  th e  a g re e m e n t a n d  in  a d d itio n  o rd i­

n a r y  sh a re s  in  th e  c o m p a n y  to  b e  fo rm ed , to  th e  v a lu e  o f 

£50,000 in  fr e e  scrip .

(b) F o r  th e  m a n u fa c tu r in g  d a ta  a n d  to w a rd s  te c h n ic a l d e v e ­
lo p m e n t a n d  re s e a rc h  a  r o y a lt y  o f  2 p e r  c e n t on  th e  in ­
v o ic e d  o u tp u t o f th e  c o m p a n y  le ss  th e  a m o u n t o f a n y  e q u ip ­

m e n t a lre a d y  in v o ic e d  b y  th e  fo re ig n  firm  w h ic h  h a s  b een  

e m b o d ie d  in  th e  sa id  o u tp u t.

In  a cc o rd a n c e  w it h  (a) a b o v e , 6667 sh ares o f  R s. 100 e a ch  w e r e  

a llo tte d  fr e e  to  th e  co lla b o ra to rs . In  a d d itio n , 3338 sh a re s o f  Rs. IOC 

e a c h  w e r e  a llo tte d  to  th e m  fo r  cash.

In  o rd e r  to  a sc e r ta in  th e  in v o ic e d  o u tp u t fo r  (b) a b o v e , th e  com -
■ p a n y  h a d  to m a in ta in  th e  d e ta ile d  a cco u n ts  in  re s p e c t o f th e  e q u ip ­

m e n t su p p lie d  b y  th e  A .T .E . an d  e m b o d ie d  in  th e  o u tp u t o f th e  
c o m p a n y  a n d  a lso  a l is t  o f th e  A .T .E . p r ic e s  fo r  th ese  e q u ip m en ts. 
A s  th e  C o m p a n y  h a v e  n ot m a in ta in e d  th e  n e c e ss a r y  d ata , th e y  h a d  to 

a d o p t an  a p p ro x im a te  b a sis  in  c a lc u la tin g  th e  r o y a lt y  p a y a b le  to 
c o lla b o ra to rs . O n  th e  a b o v e  a p p ro x im a te  b asis , th e  c o m p a n y  p a id  a 

su m  of Rs. 18-24 la k h s  (less in co m e ta x )  as r o y a lt y  to  th e  c o lla b o ­

ra to rs  fo r  th e  p e rio d  fro m  1949-50 to  1960-61. T h e  r o y a lt y  fo r  th e  
p e rio d  fro m  1s t A p r il ,  1961 to  31st M arch , 1963 re m a in s  to  b e  se ttle d  
an d  th e  su m  is  e stim a te d  to  b e  R s. 28 lak h s. D u r in g  1957-58 c erta in  

re fu n d s  w e r e  m a d e  to  P  & T  D e p a rtm e n t fo r  v a r ia tio n  o f cost as
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s u b s e q u e n t ly  c o m p u te d  b y  th e  C o m p a n y . N o  a d ju s tm e n ts  w e r e , h o w ­

e v e r , m a d e  in  re s p e c t  o f  th e  r o y a lt y  a lr e a d y  p a id  on  th e  in v o ic e d  o u t­

p u t. T h is  h a s  r e s u lte d  in  a n  o v e r p a y m e n t o f  r o y a l t y  to  th e  e x t e n t  o f  

R s. 9,400. S im ila r ly ,  d u r in g  1957-58 a n d  1958-59 o v e rh e a d  c h a rg e s  on 

th e  v a lu e  o f  th e  e q u ip m e n t su p p lie d  b y  A .T .E . a n d  e m b o d ie d  in  th e  

in v o ic e d  o u tp u t o f  th e  fa c t o r y  w e r e  a lso  n o t d e d u c te d  fo r  th e  p u rp o s e  

o f  c a lc u la t io n  o f  th e  r o y a lt y .  T h is  h a s  re s u lte d  in  a  f u r t h e r  o v e r ­

p a y m e n t o f  r o y a lt y  o f  R s. 11,000.

3. P ro jec t R eport .— T h e  te c h n ic a l c o n su lta n ts  h a d  n o t su b m itte d , 

a n y  P r o je c t  R e p o r t  s h o w in g  c a p a c ity  a n d  ta r g e ts  f o r  s e t t in g  u p  o f  th e  

fa c to r y ,  its  cost, p r o g ra m m e  o f  p ro d u ctio n , sco p e  o f  e x p a n s io n  etc. 

In  th e  a b se n c e  o f  th e  sa m e , i t  is  n o t p o ssib le  to  ju d g e  th e  p ro g re s s  

m a d e  fr o m  t im e  to  tim e  a s  a lso  to  a s c e r ta in  th e  p ro d u c tio n  e ff ic ie n c y  

o f  th e  C o m p a n y  in  re s p e c t  o f m a te r ia ls , la b o u r  a n d  o v e rh e a d s .

4. Loss on the despatch o f P A B X  equipm ent to  In d o n e sia .— In. 

M a rch , 1955 on e  50 -lin e p r iv a te  a u to m a tic  b r a n c h  e x c h a n g e  e q u ip ­

m e n t w it h  50 te le p h o n e s  a n d  a ss o c ia te d  ite m s, v a lu e d  a t  R s. 23,000 

w a s  se n t to In d o n e sia  fo r  u se  in  th e  A f io - A s ;a n  C o n fe r e n c e  a n d  th e r e ­
a fte r  fo r  u lt im a te  sa le  to In d o n e sia . D u e  to  d e la y e d  c le a ra n c e  
b y  th e  In d ia n  E m b a ss y  a t D ja k a r ta , th e  e q u ip m e n t c o u ld  n o t b e  m a d e  
u se  o f  a t th e  C o n fe r e n c e . It  w a s , th e re fo re , k e p t  in  th e  E m b a ss y  p r e ­
m ises, w h e r e  it  g o t b a d ly  d a m a g e d . It w a s  re tu r n e d  to In d ia  in  M a rch , 

1960 fo r  r e p a irs  b u t it  w a s  fo u n d  th a t it  co u ld  n o t b e  re c o n d itio n e d  

e c o n o m ic a lly . O u t o f th e  to ta l v a lu e  o f Rs. 23,000 e q u ip m e n t w o rth  
R s. 15,360 c o u ld  n o t b e  sa lv a g e d . T h e  c o m p a n y  su ffe re d  on  th is  

a cc o u n t a to ta l lo ss o f  R s. 29,170 (R s. 15,360 w o r th  o f  e q u ip m e n t a n d  
R s. 13,810 on  f r e i g h t ) , etc.

5. Surplus S tock .— A  r e v ie w  co n d u cte d  b y  In te r n a l A u d it  in  O c to ­
b e r, 1961 a n d  O c to b e r, 1962 o f  a l l  s to re  ite m s d is c lo s e d  s u rp lu s  sto ck s 

W orth R s. 14-52 la k h s . O u t o f  th is  su rp lu s, sto res  r e la t in g  to  T ra n s ­

m issio n  D e p a rtm e n t a m o u n te d  to Rs. 6 ■86 la k h s . A lth o u g h  u p to  the 
en d  o f  A p r il ,  1963, sto res  to  th e  v a lu e  o f Rs. 3-45 la k h s  h a v e  been  

co n su m ed , it is seen  th a t in  re s p e c t o f  tra n sm iss io n  sto re s  th e  u t ilis a ­
tio n  h a s b e e n  s lo w , as th e  to ta l v a lu e  o f th e se  sto res  co n su m e d  w a s  
o n ly  R s. 66,679 as a g a in s t a sto c k  o f  Rs. 6-86 la k h s , i.e. less th a n  
10 p e r  cen t.

A s  a r e s u lt  o f  p h y s ic a l v e r ific a t io n  o f  sto res  c o n d u cte d  a t th e  C o m ­

p a n y ’s R e g io n a l O ffices a t D e lh i a n d  C a lc u tta  a n d  a t  th e  H e ad  O ffice
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a t  B a n g a lo re  d u r in g  th e  y e a r  1962-63, sh o rta g e s o f sto res o f  th e  v a lu e  
o f  Rs. 25,000 a p p ro x im a te ly  w e r e  n oticed .

6. Sundry  D eb to rs.— T h e  to ta l o u ts ta n d in g  d e b ts  as on 3 1st M arch , 
1963 w e r e  Rs. 155 la k h s  a p ro x im a te ly . It h a s  b e e n  n o tice d  th a t th e  

o u ts ta n d in g s a g a in st R a ilw a y s  fo r  su p p h e s m a d e  to  th e m  h a v e  b e e n  
h e a v y , b e in g  on a n  a v e ra g e  a b o u t Rs. 15 la k h s  at th e  en d  o f e ach  

q u a rte r. T h e  C o m p a n y  h a s  e n te re d  in to  an  a g re e m e n t w it h  th e  

P o sts  a n d  T e le g ra p h s  D e p a rtm e n t w h e r e b y  th e  la t te r  is  to  m a k e  
100% p a y m e n t on p ro o f o f  desp atch . S im ila r  a g re e m e n t w ith  th e  
R a ilw a y s  p ro p o sed  b y  th e  C o m p a n y  in  1958 h a d  n ot b e e n  a g re e d  to, 
b u t it  IS s ta ted  th a t th e  q u e stio n  is  a ga in  b e in g  ta k e n  u p  w it h  R a ilw a y  
B oa rd .

7. Avoiding paym ent of Rs. 39.000/- on account of sales tax.—As 
p e r  th e  a g re e m e n t e n te re d  in to  w ith  th e  P o sts  & T e le g ra p h s  

D e p a rtm e n t, th e  In d ian  T e le p h o n e  In d u strie s  is re q u ire d  to  re p la ce  
fr e e  o f a l l  ch a rg e s  th e  fa u lty  m a te r ia ls  6n e q u ip m e n ts su p p lied , if  
n o tice  o f  re je c tio n  is g iv e n  b y  th e  fo rm e r  w ith in  s ix t y  d a y s o f re c e ip t 
o f  goods a t site . T h e  I.T .I. is  a lso  re q u ire d  u n d er th e  a g re e m e n t to 
re p la ce  fre e  o f cost a ll th e  p a rts  o f eq u ip m en ts w ith  m a n u fa c tu rin g  
■defects, i f  th e  sam e are  in tim a te d  w ith in  a  p e rio d  o f  12 m on ths. 
A c c o rd in g  to  th e  a cco u n tin g  p ro ce d u re  ad op ted  b y  th e  Com pany^ 
c re d it  n otes fo r  th e  f u l l  v a lu e  o f  th e  goods in clu d in g  sales ta x  w e re  

issu ed  in  re sp ect o f re je ctio n s  b y  th e  P o sts &  T e le g ra p h s  D ep artm en t. 

A g a in , w h e n  th e  good s w e re  rep la ced , in vo ices fo r  th e  fu ll  v a lu e  o f 
th e  goods in c lu d in g  sa les ta x  w e re  issu ed  to  th e  P o sts &  T e le g ra p h s  

D e p a rtm e n t. T h e  B o m b a y  S a le s  T a x  a u th o ritie s  h a v e  n o t e n terta in e d  
th e  c la im  o f  th e  co m p a n y to a llo w  th e  cre d it n o tes issu ed  as a re b a te  
in  Its tu rn o v e r  w h e n  th e  re je ctio n s  w e re  m a d e  a fte r  th e p rescrib ed  
p erio d  o f th re e  m on ths fro m  th e  d a te  o f  sa le  as a llo w e d  u n d er th e 
B o m b a y  S a le s  T a x  A c t  an d  a lso  in  cases w h e r e  th e C o m p an y  cou ld  
n ot p ro d u ce  e v id en ce  to sh ow  th a t th e  re je ctio n s w e re  m ad e w ith in  
th e  p re scrib e d  period . O n accou n t o f this, th e  com p an y cou ld  not 
g e t  re fu n d  of sa les ta x  a m o u n tin g  to  Rs. 36,000 fo r  th e  y e a rs  1952-53 
to  1955-56. B esid es, fo r  th e  y e a rs  m en tio n ed  a b o ve , th e  com p an y had 
to  p a y  th e  p e n a lty  am o u n tin g  to  Rs. 3,000 fo r  d e la y e d  su bm ission  of 
sa les ta x  re tu rn s and d e la y e d  p a y m en t of tax .

8. Financial Results.—The  m a jo r  portion  o f th e  sa les (up to  80'%)
IS to  th e  P o sts & T e le g ra p h s  D ep artm en t. T h ese  sa les w e r e  b e in g  
effected  on cost p lu s basis t i l l  th e  30th S ep tem b er, 1961, the 
basis o f th e  sa les th e r e a fte r  b e in g  cost p lu s 10^%.



T h e  fin a n cia l re s u lts  fo r  th e  la s t  five  y e a rs  a re  g iv e n  b e lo w :—

(Figures in lakhs o f  Rupees)
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1958-59 1959-60 1960-61 I9 6 I-6 2 19 62-6 3

I .  Paid-up capital 400•00 400-00 400-00 400-00 400-00

2 . Loan from  G ovt, o f  India 8 7.84 96-84 1 0 1 -S4 1 6 1 -8 4 205*00

3. Ratio o f  capital to loan 4 -55:1 4 - 13:1 3 .93:1 2 - 4 7 :1 1 - 9 7 :1

4 . Sales (including recoveries on 
installation & maintenance o f  
exchanges) 339-43 366.04 434-97 574*73 78 8-0 0

S- N et profit before appropria­
tion . . . 76-98 3 7-14 46-58 64*43 10 2-0 6

6. Percentage o f  profit: 
(<j) on sales 
(6) on capital 7 '95

6-74
1 0 -1 5

9-28
1 0 -7 1
1 1 - 6 5

I I - 2 I 
I6 - II

12 -9 6
2 5 -5 1

X L  IN D IA N  R A R E  E A R T H S  L IM IT E D

T h e  G o v e rn m e n t o f In d ia  e n te re d  in to  a te c h n ic a l a g re e m e n t w ith  
■a F re n c h  firm  in  A p r il,  1949, fo r  s e ttin g  up a fa c to r y  in  In d ia  fo r  p ro ­
c essin g  M o n a zite  S a n d  in to  R a re  E a rth  p rodu cts. T h e  In d ian  R a re  
E a rth s  L td . (to  w h o m  th e  a g re e m e n t w a s  tr a n sfe rre d )  w a s  re g is te re d  
on 18-8-1950 w ith  an  a u th o rise d  c a p ita l of Rs. 1 cro re  d iv id e d  in to  
10,000 o rd in a ry  sh a res o f  Rs. 1,000/- each. T h e se  sh ares w e r e  h e ld  

p a r t ly  b y  th e  G o v e rn m e n t o f  In d ia  and p a r t ly  b y  th e  K e r a la  S ta te  
G o v e rn m e n t t i l l  29-3-1963 w h e n  th e  sh ares h e ld  b y  th e  K e r a la  G o v ­
ern m e n t w e re  a lso  a cq u ire d  b y  th e  C e n tra l G o v ern m en t.

2. Agreem ent. C la u se  3 (a) o f th e  T e c h n ic a l A g r e e m e n t w ith  th e  
F re n ch  firm  e n v isa g e d  th e com p letio n  o f  th e fa c to r y  and co m m en ce­
m en t o f p ro d u ctio n  w ith in  one y e a r  fro m  th e d a te  o f th e  agreem en t. 
T h e  fa c to ry , h o w e v e r, com m en ced  p ro d u ction  o n ly  in  A u g u s t, 1952 
a g a in st th e  a g re e d  d a te  o f A p ril, 1950. T h e  m a n ag e m e n t stated  th a t 
th e  a ctu a l com m en cem en t o f p ro d u ctio n  sh ou ld  be  ta k e n  fro m  th e 
'date o f fo rm atio n  o f  th e  C o m p a n y  i.e. 18-8-1950. E v e n  th en  th e re  w a s 

d e la y  w h ich  h as b een  sta ted  to be  du e to  (a) d e la y  in  se le ctio n  o f 
th e site  an d  a cq u is itio n  o f lands, (b) d e la y  in  o b ta in in g  m a jo r  eq u ip ­
m en t from  abro ad  and (c) rectifica tio n  o f d e fects  in  th e  m a ch in e ry  
re ce iv ed .

3. A gency work on behalf of the department of A tom ic Energy._
T h e  com p an y h as been  en tru ste d  w ith  th e  m a n agem en t and ru n n in g  
o f  a C h e m ica l P la n t o f th e  D e p a rtm e n t o f A to m ic  E n e rg y  at B o m b ay  
372 C A G — 5.
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for which it is getting a fee of 10% of the net profits subject to a- 
minimum of Rs. 50,000/- per annum. There is neither written agree­
ment to this effect so far nor the Government consider it necessary 
to enter into any formal agreement, but the figures have been con­
firmed by the Department of Atomic Energy. In addition, the Com­
pany has undertaken on behalf of the Department of Atomic E n erp  
the construction of certain projects. The funds provided by the 
Department of Atomic Energy for running the Chemical Plant are 
mixed up with those of the Company and no separate accounts for 
cash transactions are kept for the factory as it facilitates diversion of 
funds.

4. Purchases.
(i) M o n a z i t e . — An agreement was entered into by the Company 

with another Government Company in 1950 for a period of 20 years 
for purchasing all requirements of Monazite. According to the agree­
ment the price of Monazite was fixed at'£25/- per ton ex-works till 
31-3-1955. From 1st April, 1955 the rate was to be revised every 
6 months and related to the world price of Monazite. The price, 
however, has not been revised so far and the company continues to. 
pay £25/- per ton. It has been stated that it was not possible for the 
company to ascertain the world price in the absence of free market 
for the product. The company has now decided (in March, 1963) 
to obtain a reduction in the price through the Department of Atomic 
Energy, in view of the reduced cost of production of Monazite at the- 
other Government Company due to the installation of new separators.

(ii) Chemicals.— (a) Since its inception the Company had obtained 
its requirements of chemicals from a single firm, in the neighbour­
hood on the grounds of nearness and regularity of supply. Initially 
a contract was entered into for a period of five years and on its expiry 
on 31st March, 1956, the purchases were made from this Company on 
the basis of annual purchase orders.

The supply of the chemical so obtained from the firm was at rates, 
varying from Rs. 350/- to Rs. 400/- per ton from 1st April, 1956 to 31st 
March, 1961, Rs. 325/- per ton from 1-4-1961 to 30-9-1961, Rs, 300/- 
per ton from 1-10-1961 to 30-9-1962 and Rs. 250 per ton from 1st Octo­
ber, 1962. The firm has been selling the same product to other con­
sumers on rates varying from Rs. 200 to Rs. 60 during the same period. 
In April, 1961 the Company tried to purchase the chemical from 
another Government Company. The latter are required under an.



a g r e e m e n t to  s e l l  a l l  th e  a v a ila b le  c h e m ic a l to  th e  firm . T h e  sa id  

f irm  r e fu s e d  to  p e r m it  a n o th e r  G o v e r n m e n t C o m p a n y  to  s e l l  th e  

c h e m ic a l d ir e c t  to  th e  C o m p a n y . C o n s e q u e n tly  th e  C o m p a n y  h a d  

to  c o n tin u e  to  p u rc h a s e  th e  c h e m ic a l o n ly  f r o m  th e  firm . D u r in g  

th e  p e r io d  o f y e a r s  fr o m  1-7-1959 to  31-3-1962 th e  C o m p a n y  p a id  

a su m  o f  R s. 3,72,000 ( a p r o x im a te ly )  m o re  th a n  th e  a m o u n t w h ic h  

th e  firm  h a d  c h a r g e d  fr o m  o th e rs  on  th e  sa le  o f  s im ila r  q u a n t ity  o f  

th e  c h e m ic a l.

(b) T h e  C o m p a n y  in  J u n e , 1961 e s t im a te d  th a t  i f  th e ir  o w n  p la n t  

o f  a n o th e r  C h e m ic a l ( te n  to n  c a p a c ity )  is in s ta lle d  th e y  w o u ld  be 

a b le  to  o b ta in  th e ir  r e q u ire m e n ts  o f  th e  c h e m ic a l a t  80% o f th e  

p r ic e  n o w  p a id  a n d  a lso  th e  c h e m ic a l re fe r r e d  to  in  p a r a  (a) w i l l  

b e  a v a ila b le  fr e e  re s u lt in g  in  a s a v in g  o f R s. 7 la k h s  p e r  an n u m . 

T h e  id e a  w a s , h o w e v e r , g iv e n  u p  in  v ie w  o f th e  p o lic y  o f th e  G o v e r n ­

m e n t n o t to  a w a r d  a  l ic e n c e  fo r  su c h  a fa c to r y  w it h in  100 m ile s  o f  

a n  e x is t in g  fa c to r y .

5. Production.— 'The q u a n tity  o f M o n a z ite  p ro ce sse d  to  th e  C o m ­

p a n y  fro m  1956-57 to  1961-62 h a s b e e n  b e tw e e n  20%  to  9 1%  o f th e  
r a te d  c a p a c ity . It  h a s  b e e n  s ta te d  th a t th is  w a s  d u e  to  sh o rt s u p p ly  
o f  m a in  c h e m ic a ls  a n d  s lu m p in g  o f  th e  m a rk e t  fo r  ra r e  e a r th  c h lo r id e  

s in c e  its  in ce p tio n .

6. Cost of Production .— T h e  C o m p a n y  does n o t e x e r c is e  b u d g e to r y  

c o n tro l w it h  r e fe r e n c e  to  s ta n d a rd ise d  costs a n d  as su c h  it  is n o t 

p o ssib le  to  e v a lu a te  its  a c tu a l p e rfo rm a n c e .

7. R ecovery  of expenditure from  D epartm ent of A tom ic E nergy .—  

D u r in g  1961-62 an  e x p e n d itu re  o f  R s. 1-08 la k h s  w a s  in c u rr e d  on 
d r y in g , p a c k in g  a n d  h a n d lin g  o f  330 to n n es o f  a p ro d u ct fo r  w h ic h  

a f ix e d  su m  of R s. 64,000 o n ly  is r e c o v e r a b le  fro m  D e p a rtm e n t o f 
A to m ic  E n e rg y . W ith  th e  s te p p in g  u p  o f  p ro d u ctio n  d u r in g  1962-63 
to 3,000 to n n es o f M o n a z ite  th e  e x p e n d itu re  on d r y in g , p a c k in g  a n d  

h a n d lin g  is  h k e ly  to  go  up.

8. Stores.
(a) Surplus S to re s .— S u r p lu s  sto re s  ( in c lu d in g  ite m s p u rch a s e d  

8 to  10 y e a r s  b a c k )  a m o u n tin g  to  R s. 1-02 la k h s  (a p p ro x im a te ly )  

w e r e  ly in g  in  th e  s to c k  on 31-3.-1963 a w a it in g  d isp osal.

(b) Minimum & M aximum levels .— T h e  m in im u m  a n d  m a x im u m  

sto c k  le v e ls  in re la tio n  to  th e  m a in  ite m s of sto res  h a v e  n ot b een  fix e d  

so  fa r.
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9. Financial Results.— (a) The financial results of the company 
for the last three years are given below: —

(Figures in lakhs o f rupees)

1962-63 1961-62 1960*61

64

Paid up capital 

Loans . . . .

Reserve & Surplus .

Capital employed 

Net profit 

T urnover

Return on capital employed 

Percentage of Net profit on turn over

l O D ’ O O  1 0 0 - 0 0

9-27

109-27 

12-02 

6o -17 

12 - 0 2

0 ’ 45
100-45

4*17

35-76

4-17

0-34
100-34

5- 12

28-47

•̂12

19-98%  11-66%  17-98%

(b) Am ount received  from  Department of A tom ic Energy
(In  lakhs of Rupees)

1962-63 1961-62 1960-61

(i) Recovery for the product 9 7 9 9-95 i o z 6

(I'O Management fees for running the factory ■ 1-47 1-32 0 7 2

(m) Agency charges . . ■ 1-25

The Department of Atomic Energy pays the company only a 
fixed ad hoc  sura of Rs. 9 15 lakhs plus drying and packing of Rs. 0-64 
lakhs per year for the product received from the company. This pay­
ment was fixed on the basis of processing 623 M.T. tons of monazite 
which will produce 140 M.T. of the product. In 1961-62, 1799 M.T. 
monazite was processed and 380 tons of the product was obtamed. 
The net profit of that year was lower because the company had to 
bear without re-coupment the producing charges for 240 M. T. 
(380-140) of the product.

OTHER TOPICS OF INTEREST

XII. HINDUSTAN STEFX LIMITED

1 Civil Engineering W ork in Iron Ore  M in e s ,— During negotiations 
with the successful tenderer ‘A' in June, 1957, for setting up the 
M a t e r i a l  Handling System at the Iron Ore Mines m the Rourkela 
Steel Project, it was decided to award the Civil Engineering Work



to on e  o f  th e ir  su b -co n tra cto r  ‘X ’ on  a  n e g o tia te d  lu m p -su m  o f E s . 21 
la k h s  w it h  th e  e x p lic it  u n d e rsta n d in g  th a t th e  w o rk , th o u g h  e x e c u te d  

b y  a su b -co n tra cto r , w o u ld  fo rm  p a r t  o f  th e  m a in  c o n tra c t a n d  su p er, 
v is e d  b y  th e  m a in  co n tra c to r . T h e  lu m p -su m  r a te  w a s  b a sed  b n  th e  
e stim a te  o f a to ta l q u a n tity  o f 5,500 cu b ic  y a r d s  o f  r e in fo rc e d  a n d  

s tr u c tu r a l c o n cre te  fo r  w h ic h  a b o u t 500 to n s o f ste e l, a t th e  r a te  o f
7 lbs. p e r  c .ft., w o u ld  b e  used. W h ile  e x e c u tin g  th e  a g re e m e n t w ith  

th e  co n tra c to r , a lth o u g h  p ro v is io n  w a s  m a d e  fo r  p a y m e n t o f  in cre a se /  

d e c re a s s  in  th e  q u a n tity  o f w o r k  a c tu a lly  don e in  co m p a riso n  to  th e  

e stim a te d  q u a n tity , s im ila r  p ro v is io n  fo r  th e  s te e l a c tu a lly  u sed , w a s  

n u t in co rp o ra ted .

T h e  to ta l q u a n tity  o f c o n cre te  w o r k  a c tu a lly  do n e a n d  p a id  fo r  

w a s  14,150 c .yd s. b u t th e  s te e l co n su m ed  w a s  o n ly  816 to n s w h ile  on 

th e  b a sis o f th e  ra tio  o f  s te e l on th e  o r ig in a l q u a n tity  c o n tra cte d , 

1,194 to n s o f s te e l sh o u ld  h a v e  b e e n  u sed . T h e  p ro je c t, c o u ld  n o t 

m a k e  a n y  r e c o v e r y  fro m  th e  c o n tra c to r  d u e  to  n o n -in c o rp o ra tio n  o f  

a su ita b le  c la u se  in  th e  a g re e m e n t e v e n  th o u g h  th is  c o u ld  h a v e  b e e n  

do n e in  a cc o rd a n c e  w it h  th e  re c o rd  n o te  o f  th e  n e g o tia tio n s  h e ld  on 

29th J u n e, 1957. I t  is  u n d ersto o d  th a t no re s p o n s ib ility  h a s  b e e n  

fix e d  so f a r  fo r  th is  om ission . T h e  lo ss to th e  P r o je c t  on th is  

a cc o u n t is  R s. 2,83,500 a p p ro x im a te ly .

It  is  in te re s t in g  to  n o te  th a t th e  su b -co n tra cto r  ‘X ’ w h o  w a s  

a w a r d e d  th e  a b o v e  w o rk , a c tu a lly  su b - le t it to  a n o th e r  c o n tra c to r  

‘Y ’ w ith  th e  a p p ro v a l o f  th e  P r o je c t  a u th o ritie s , s t ip u la tin g  th a t i f  

tlie  co n su m p tio n  o f s te e l w a s  le ss  th a n  7 lbs. p e r  c .ft., a re c o v e r y  

o f  R s. 1,000 p e r  to n  w o u ld  b e  m ade. T h u s, fo r  378 to n s o f s te e l less

u.sed in  th e  w o rk , su b -co n tra cto r  ‘X ’ w o u ld  h a v e  re c o v e re d  a su m  

of Rs. 4,35,000 fro m  ‘Y ’ a n d  re ta in e d  th e  sa m e w it h  him .

2. Loss due to non-w eighm ent of Creosote Oil supplied in petrol 
wagons to Railways.— D u r in g  th e  p e rio d  N o v e m b e r, 1960 to J a n u a ry ,

1961, C re o so te  O il, a b y -p ro d u c t o f  th e  R o u rk e la  S te e l P r o je c t ,  w a s  

d e sp atch e d  to th e  In d ia n  R a ilw a y s  in  ta n k  w a g o n s  w ith o u t  a c tu a l 

w e ig h m e n t. T h e se  w a g o n s  w e r e  m a rk e d  w ith  th e  w e ig h t  c a r r y in g  

c a p a c ity  fo r  p e tro l o n ly . B i l ls  w e r e  p re fe r re d  a g a in s t th e  R a ilw a y s  

on th e  b a sis  o f th e  m a rk e d  c a p a c ity  o f th e  ta n k  w a g o n s  fo r  p e tro l. 
S in c e  th e  sp ecific  g r a v ity  o f  C re o so te  O il is h ig h e r, b s in g  n e a r ly  

1-4  tim es th a n  th a t o f  p e tro l, th e  fa i lu r e  to  re c o rd  a c tu a l w e ig h t  
re s u lte d  in  e x c e ss  su p p ly  to  th e  p u rch ase r. S a m p le  w e ig h m e n ts  
t a k e n  b y  th e  P r o je c t  A u th o r it ie s  h a v e  re v e a le d  th a t n e a r ly  8-9 ton s 

C re o so te  O il  p e r  w a g o n  w a s  th e  e x c e s s  su p p ly . T h e  to ta l lo ss to  
th e  P r o je c t  on  th is  a cc o u n t h a s b e e n  e stim a ted  to  b e  R s. 1,17,600.

65



3.- A voidable expen d itu re due to  non-installation o j  dust catchers  
in  th e  P ow er  Plant relating to  Rourkela S teel P r o je c t— T he  S te a m  

B o i le r s  o f  th e  P o w e r  P la n t  in  R o u r k e la  P r o je c t  h a v e  b e e n  so d e s ig n ­

e d  th a t  t h e y  a re  f u e l le d  w it h  th e  C o k e  b r e e z e  a n d  g a se s  p ro d u c e d  

in  t h e  C o k e  O v e n s  a n d  B la s t  F u r n a c e s . T h e  c o n s u lta n ts  h a d  m a d e  

sp e c ific  p r o v is io n  f o r  “ d u st  c a tc h e r s ”  ( M e c h a n ic a l f ly  a sh  c o lle c to r  

w it h  a l l  a c c e s so r ie s)  fo r  e a c h  B o i le r  in  th e  T e c h n ic a l  S p e c ific a t io n s  

f o r  th e  P o w e r  P la n t  a n d  th e  s u p p lie rs  h a d  a lso  te n d e re d  in  J u n e ,

1956 fo r  th is  i te m  a n d  a d v is e d  th a t  i f  a n  o r d e r  f o r  d u st  c a tc h e r s  

w a s  n o t p la c e d , th e  im p e lle r s  o f  th e  f lu e  g a s  fa n s  w o u ld  b e  su b je c te d  

to  e x c e s s iv e  w e a r . T h e  p r o je c t  a u th o r itie s , h o w e v e r ,  o n  th e  r e v is e d  

o p in io n  o f  th e ir  T e c h n ic a l  C o n s u lta n ts  d e c id e d  in  S e p te m b e r , 1956 

o n  e l im in a t in g  it . T h e  c o k e  b r e e z e  f u e l  w a s  u se d  o n ly  d u r in g  th e  
p e r io d  fr o m  D e c e m b e r , 1959 to  M a y , 1960, a n d  h a d  to  b e  d isc o n tin u e d  

t h e r e a f te r  w h e n  th e  fa n s  o f o n e  o f th e  S te a m  B o ile r s  fa i le d  d u e  to 

e ro s io n  c a u s e d  b y  C o k e  B r e e z e  in  th e  a b se n ce  o f  d u st c a tc h e rs .

T h e  d a m a g e d  fa n s  o f  th e  S te a m  B o ile r  w e r e  r e p a ir e d  a t a  co st 

o f  R s. 22,470 ( a p p r o x im a te ly )  a n d  p e n d in g  th e  in s ta lla t io n  o f  d u st 

c a tc h e r s  i t  w a s  d e c id e d  th a t  th e  S te a m  B o ile r s  o f  th e  P o w e r  P la n t  

s h o u ld  b s  fu e U e d  w it h  C o a l  in s te a d  o f  C o k e  B r e e z e . A s  a  r e s u lt , 

th e  P r o je c t  h a d  to  u se  a  to ta l  q u a n t ity  o f  98,960 to n n e s  o f  c o a l 
in v o lv in g  a n  e x t r a  e x p e n d itu r e  o f  R s. 24,57,755 (u p to  A u g u s t ,  1963).

I t  is  a lso  r e le v a n t  to  p o in t o u t th a t  te n d e rs  fo r  th e  d u st  c a tc h e rs  
w e r e  in v it e d  (2 y e a r s  la te r )  in  J u n e , 1962 a n d  so f a r  (O c to b e r, 1963) 

n o o r d e rs  h a v e  b e e n  p la ce d . T h e  fu e l l in g  o f  th e  S te a m  B o ile r s  w it h  

C o a l ( in s te a d  o f  C o k e  b r e e z e )  th e r e fo r e  co n tin u e s .

4. Extra-expenditure of Rs. 1,38,660 in airlifting the  sp a re s .— In  

M a r c h  1959 th e  c o n su lta n ts  o f th e  R o u r k e la  S te e l  P la n t  re c o m ­
m e n d e d  th a t  tw o  a d d it io n a l W o b b le r s  b e  p u rc h a s e d  a n d  k e p t  in  

s to c k  fo r  th e  B lo o m in g  a n d  S la b b in g  M iU . T h e  S u p p lie r s  (w h o  
w e r e  a lso  th e  c o n tra c to r s  fo r  su p p ly , e re c t io n  a n d  p u tt in g  in to  

o p e ra tio n  o f  th e  B lo o m in g  a n d  S la b b in g  M ill)  h a d  se n t th e ir  q u o ta ­

tio n s  in  M a y , 1959 b u t  th e  P r o je c t  a u th o r itie s  a sk e d  fo r  a n d  o b ta m e d  
d e ta ils  r e g a r d in g  d e l iv e r y  p e rio d , te rm s  o f p a y m e n ts  o n ly  in  J a n u ­

a ry , 1960. T h e  a c tu a l o rd e r  w a s  p la c e d  s t i l l  la te r  (o n  16 th  J u ly , 

1960) a fte r  o b ta in in g  th e  sa n c tio n  o f th e  C o m m itte e  o f D ir e c to r s  a n d  

r e le a s e  o f  fo r e ig n  e x c h a n g e  b y  th e  M in is tr y . T h e  s u p p ly  w a s  to  b e  

c o m p le te d  w it h in  6— 8 m o n th s.

T h e  S u p p lie rs , h o w e v e r , d e fa u lte d , b u t th e ir  d e la y  in  su p p ly  w a s  

n o t p o in te d  o u t to  th e m  t i l l  6 th  D e ce m b e r , 1961, w h e n  th e  B lo o m in g
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■and Slabbing Mill broke down and the two Wobblers had to be 
airlifted at an extra cost of Rs. 1.38,660 (difference between air­
freight Rs. 1,47,250 and sea-freight Rs. 8,590).

5 Extra-vayment of Rs. 3,58,398 to a con tractor.-In  the RourKela 
Steel Project, a contract for the construction of a 
mately 7 miles long) for the Township was
1955 at an estimated cost of Rs. 16,88,359. It was provided ^nte, aha
that the items of work for which no rates were given in the contract, 
would be paid on the basis of percentage i n c r e a s e  over and above 
ihe rates given in the H.S.L. Schedule of Rates, which at that time 
was stated to be under finalisation on the basis of C.P.W.D. Schedule 
c.f Rates (with modifications to suit local conditions). During th
execution of the work, extra items by way of
etc had to be undertaken and payment was made at Rs. 300 per %o 
e ft  sanctioned in June, 1956, on the basis of Hirakud f^ e d u le  of 
Hates on the ground that a suitable rate was not available in the 
H S L  Schedule of Rates. The H.S.L. Schedule of Rates is stated 
to have been enforced from the middle of 1956 (the Project had not 
been able to state the specific date or month) and contamed a rate 
of Rs 139 per %o c.ft. for rock-cutting work (inclusive of excavation 
in trenches) as against Rs. 300 per '%o c.ft. paid to the contractor 
Even if it is accepted, that the H.S.L. Schedule of Rates was not 
ready at the time of sanctioning the rate for this extra item, the 
•correct procedure should have been to fix the rate with reference o 
C.P.W.D. Schedule of Rates which provided the rate of Rs per 
■%o c.ft„ which was being taken as the basis for finahsmg the H S.L. 
Schedule of Rates. This has resulted in an extra-payment of 
Rs. 3.06.472.

I,n addition, the total earth work done was in excess of the 
Q uantity mentioned in the contract, for which the contractor was 
paid at a rate of Rs. 25 per % o  c.ft. instead of contractual rate of 
L  1 9  0 5  per%o c.f.t., resulting in an extra-payment of Rs. 5 1 ,9 2 b  

The management’s contention that the enhanced rate was sanctioned 
as the soil was mixed with moorum, is not borne out by the facts 
viz., that the rate given in the contract was for earth work in aU 
kinds of soil and that the increased rate was allowed only for the
quantity of work done in excess of the quantity provided in the 
■contract.

6. Infructuous expenditure of Rs. 70,000 on a Dairy S c h e m e .— T h e  
Rourkela Steel Project forwarded in June, 1960 to the Head Office a 
scheme for Cattle Colonisation and Dairy Farm at a capital cost of



Rs. 5 lakhs with a recurring expenditure of Rs. 1 lakh per annum. 
The scheme was sent to the Government of India, who sanctioned a 
modified scheme in January, 1961 at a capital cost of Rs. 5 lakhs and 
recurring expenditure of Rs, 11,94,260 per annum envisaging procure­
ment of milk from outside. The Government also directed the Rour- 
kela Project to take up the work. The Project authorities had, how­
ever, started in April, 1960 (even prior to forwarding the original 
scheme) the construction of one Cattle shed and ten Govalas’ quar­
ters which were completed in December, 1960 at a cost of Rs. 41,000. 
The modified scheme sanctioned by the Government of India did not 
provide for Cattle Colonisation, i.e., construction of Cattle sheds and 
Govalas’ quarters etc., but envisaged procurement of milk from out­
side. Even after receipt of the modified scheme from Government 
the Project Management took up in July, 1961, the construction of 
another Cattle shed and completed it in November, 1961, at a cost of 
Rs. 19,000. These Cattle sheds and Govalas’ quarters have not so far 
been utilised. A  Dairy Officer and Sales Assistant were also employed 
between 9th May, 1960 to 31st March. 1962 and 30th November, 1960 
to 31st March 1962, respectively.

After an additional expenditure of Rs. 9,800 had been incurred 
(bringing the total expenditure to Rs. 69,800) the scheme was finally 
abandoned in February, 1962. The assets created out of this expendi­
ture have not been put to any alternative use so far.

7. Loss of revenue due to the non-availability of proper storage of 
Cast Iron Skull—The Cast Iron Skull Scrap is obtained as a by­
product in the process of producing pig iron. In April, 1959, the 
Bhilai Steel Plant authorities ascertained from the Iron and Steel 
Controller that this scrap was a controlled connmodity and could be 
sold at the current rate of Rs. 85 per ton ex-site. In June, 1959 the 
Iron and Steel Controller further advised that the accumulated stock 
of the scrap should be placed at the disposal of an Association for 
allotment to Foundries on “as is where is” basis and that if the 
materials were not lifted by the allottee foundries within a certain 
time limit, say 15 days, the plant was free to dispose of the stock 
themselves.

In the absence of storage facilities for this scrap, however, it was 
either being dumped into the slag yard or stacked so close to the yard 
that it got mixed up with slag. As a result, out of 35,020 tonnes of the 
scrap estimated by the Company to have been produced between 
February, 1959 and May, 1962, the project has been able to segregate 
and sell only 7,900 tonnes for Rs. 8-83 lakhs. It is understood that



eg

th e  r e s t  o f  th e  s c ra p , 27,120 to n n e s  v a lu in g  a t  R s. 30 -10  la k h s , can n o t, 

b e  s a lv a g e d  a n d  is  t h e r e fo r e  a  t o ta l  lo ss.

A u d it  h a d  s tr e s s e d  th e  n e c e s s ity  f o r  s e p a r a te  s to r a g e  a rra n g e m e n te  

fo r  th is  b y - p r o d u c t  a s  e a r ly  a s  J a n u a r y ,  1960.

T h e  m a n a g e m e n t h a v e  s ta te d  (O c to b e r , 1962) th a t  th e r e  w a s  n o  

p r o v is io n  in  th e  P r o je c t  R e p o r t  fo r  s to c k in g  o f  C a s t  I ro n  S k u l l  a n d  

th a t  th e  f irs t  s ta g e  o f  p r o d u c t io n  o f  p ig  ir o n  w a s  b e g u n  w it h  m in im u m  

f a c ilit ie s . A d e q u a t e  s to r a g e  fa c i l i t ie s  c o u ld  n o t b e  m a d e  t h e r e a f te r  

a lso  a s  th e  w o r k  on  th e  se c o n d  a n d  th ir d  b la s t  fu r n a c e s  as w e l l  as in  

o th e r  sh o p s  h a d  to  b e  lo o k e d  in to  u r g e n t ly  to  k e e p  u p  th e  s c h e d u le  

o f  c o m m iss io n in g . T h e y  h a v e  a lso  s ta te d  th a t  s in c e  J u n e , 1952, su ffi­

c ie n t  s p a c e  h a s  b e e n  s e t  u p  in  th e  C o ld  P i g  I ro n  Y a r d  w h e r e  s a lv a g in g  

o p e ra tio n s  a re  b e in g  d o n e  a n d  a lso  th a t  e ffo r ts  h a v e  b e e n  in te n s ifie d  

to  m a k e  m a x im u m  e ffe c t iv e  u t il is a t io n  o f  th e  s c ra p  a r is in g  fr o m  th e  

P la n t  U n its .

8 U nnecessary purchase o f B rick M aking M achines valuing  
Rs. 78,500.— T h e  B h ila i  S t e e i  P r o je c t  p la c e d  a n  o r d e r  fo r  th r e e  E n d  

D e l iv e r y  B r ic k  M a k in g  M a c h in e s  w it h  th e  T r a d e  R e p r e s e n ta t iv e  o f  

th e  U .S .S .R . in  I n d ia  on  5 th  J u n e , 1957. T h e  m a c h in e s  c o s tin g  

R s. 54,000 w e r e  r e c e iv e d  in  J a n u a r y ,  1958 a n d  fo r  th e ir  o p e ra tio n , tw o  
e le c tr ic  m o to rs  c o s t in g  R s. 11,500 w e r e  p u rc h a s e d  fr o m  a  f irm  in  

N a g p u r.

O n  g r o u n d s  o f  u r g e n c y ,  a n o th e r  o r d e r  fo r  tw o  L a n d  C r e te  b r ic k  

m a k in g  m a c h in e s  a t  R s. 6,500 e a c h  w a s  p la c e d  t e le g r a p h ic a l ly  on

i  1 th  O c to b e r , 1957. T h e  m a c h in e s  w e r e  r e c e iv e d  in  D e c e m b e r , 1957.

W h ile  o n e  m a c h in e  p u r c h a s e d  fr o m  R u ss ia  w a s  n o t a t a ll  u se d , th e  

o th e r  m a c h in e s  w e r e  p u t  to  v e r y  l i t t le  u se  d u r in g  th e  la s t  s ix  y e a r s . 

In  so m e  m a c h in e s  th e  b r ic k s  m a n u fa c tu r e d  w e r e  fo u n d  to  b e  b r i t t le  

a n d  o f  in fe r io r  q u a li t y  a n d  in  o n e  c a s e  th e  c o st o f  m a n u fa c tu r e  w a s  

c o m p a r a t iv e ly  h ig h . T h e  m a n a g e m e n t is n o w  in  c o rr e s p o n d e n c e  

w it h  G o v e r n m e n t  a n d  P r iv a t e  P a r t ie s  fo r  th e  d is p o s a l o f  th e s e  

m a ch in es .

9. E xcessively  high departm ental cost on raising o f dolom ite .— In  

th e  D e p a r tm e n ta lly  w o r k e d  d o lo m ite  m in e s  o f  th e  B h ila i  S te e l  P la n t  

a t  H irr i,  th e  A s s is ta n t  M in e s  M a n a g e r  h a d  d u r in g  th e  te n u r e  o f  h is  

office  fr o m  3 1st J u ly ,  1959 to  17 th  M a rch , 1960 sp e n t a b o u t  R s. 1,40,000 
a g a in s t  N o m in a l M u s te r  R o lls  f o r  r a is in g  9370 to n s  o f  d o lo m ite , th e  

e x t r a c t io n  r a te  p e r  to n  w o r k in g  o u t to  a b o u t R s. 14-94 a s  a g a in s t  th e  

e s t im a te d  c o st o f  R s. 4 • 50 p e r  ton . T h e  c a u se s  f o r  th is  e x c e s s iv e  r a te
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-w ere investigated by a Committee which in its report submitted in
May 1960 attributed the high cost to the possible mcompetence and 
dishonesty of the Assistant Mines Manager. The services of the 
Assistant Mines Manager were terminated on 1st April 1961 i.e. 
about one year after the report of the departmental Committee was
submitted.

The financial loss on this account works out to about Rs. 98,000.

10. Unnecessary purchase of trolleys—On receipt of an emergent 
indent in January, 1957 for the purchase of 20 manually operated 
trolleys (to be used in refractory lining work bemg carried out 
departmentally) the Bhilai Steel Plant invited in July, 1957 limited 
quotations from 19 firms. Out of the four offers received, the second 
lowest at Rs. 8,655 per trolley F.O.R. Calcutta (the lowest having not 
been found suitable) was accepted and an order placed on 25th 
November 1957 with the stipulation that the delivery should be com­
pleted within three months. The machines were actually received in 
September, 1958 at a cost of Rs. 1-85 lakhs but no penalty could be 
imposed on the firm for the delay in supply, as the management 
could not ensure in time the availability of proper type of railway 
wagons for their transportation as required by the terms of the agree­
ment.

Even after their receipt in September. 1958 the trolleys were 
actually inspected almost after a year (in July, 1959). The refractory 
lining works in the various zones of the plant for which these trolleys 
had been purchased on emergent basis, were completed between 
April, 1957 and March, 1961 but the trolleys were kept in stores tiU 
November-December, 1962. Subsequently 19 of them were issued for 
use to the various units which, however, found them unsuitable as a 
mechanical appliance. The trolleys are so far lying unused (Decem­
ber, 1963).

. 11. Engagement of an Ex-Financial Adviser and Chief Accounts
Officer of a Project as Contract Consultant in the same Project on an 
excessively high remuneration.—m th  the expected termination of 
the contract in January, 1962 of the consulting engineers to the pro­
ject who were supervising the work of the contractors, it was pro­
posed that a person acceptable both to the Company and to the con­
sulting engineers should be appointed to deal with the duties of a 
lion-technical nature yet to be completed. For this purpose, the 
person chosen was the then Financial Adviser and Chief Accounts 
Officer to the Project who was due to retire in February, 1962 (and



■who h a d  h im s e lf  n e g o tia te d  th e  te rm s  fo r  fu n c t io n in g  a s  a  C o n tr a c t  

C o n s u lta n t  to  th e  P r o je c t  f r o m  th e  d a te  o f h is  r e t ir e m e n t) .  T lie  

a rr a n g e m e n t w a s  la te r  fo u n d  u n a c c e p ta b le  b y  th e  C o m p a n y  a n d  n o 

f o r m a l a g r e e m e n t w a s , th e r e fo re , e n te r e d  in to . H o w e v e r , th e  e x -  
F in a n c ia l  A d v is e r  a n d  C h ie f  A c c o u n ts  O ffic e r  h a s  b e e n  p a id  a  su m  o f 

R s. 20,000 fo r  th e  p e r io d  fr o m  2 1st F e b r u a r y  1962 to  3 1s t  M a y , 1962, 

d u r in g  w h ic h  h e  fu n c t io n e d  as a  C o n tr a c t  C o n s u lta n t  to  th e  P r o je c t  

w it h o u t  a n y  fo r m a l a g re e m e n t. T h e  G o v e r n m e n t h a v e  v ie w e d  w it h  
■displeasure th e  e n g a g e m e n t o f  a n  e x -e m p lo y e e  o f  th e  P r o je c t  on  a 

re m u n e r a tio n  w h ic h  in  te rm s  o f m o n th ly  p a y m e n t e x c e e d e d  R s. 2,500 

p e r  m o n th  a n d  q u e stio n e d  th e  c o m p e te n c e  o f  th e  C o m p a n y  to  m a k e  

su c h  p a y m e n t w it h o u t  p r io r  sa n ctio n  o f th e  G o v e r n m e n t.

12. Infructuous expenditure on the installation of Ice Plants at 
Durgapur and Rourkela.

(a) D urgapur .— T h e  G o v e r n m e n t o f  In d ia  se n t in  F e b r u a r y ,  1957, 

t o  th e  G e n e r a l M a n a g e r , D u r g a p u r  S te e l P la n t  a  p ro p o s a l fo r  th e  in s ­

ta lla tio n . o f a  10 to n  ic e  p la n t  in  th e  to w n sh ip . A lth o u g h  n e ith e r  th e  

P la n t  a u th o r itie s  n o r  th e  R e fr ig e r a t io n  E n g in e e r  o f  th e  W e s t  B en gaJ 

G o v e r n m e n t w h o  w a s  a lso  c o n su lte d , w e r e  fa v o u r a b ly  in c lin e d  to  th e  
p ro p o sa l, th e  M in is tr y  o f I ro n  a n d  S te e l  in s tru c te d  in  A p r i l ,  1957 th a t 
a n  ic e  p la n t sh o u ld  b e  p u rc h a s e d  a n d  in s ta lle d  as q u ic k ly  a s  p o ssib le . 
O n  g ro u n d s  o f  u r g e n c y , th e  p u rc h a s e  o rd e r  w a s  issu e d  on  th e  29th 

M a y , 1957 on  th e  b a s is  o f a s in g le  o ffe r  a t  a c o st o f  R s, 1-3 9  la k h s  in ­

c lu d in g  R s. 20,000 fo r  th e  e q u ip m e n t re q u ire d  in  c o n n e c tio n  w it h  co ld  

s to r a g e  ro om s.

T h e  p la n t  w a s  r e a d y  fo r  o p e ra tio n  in  M arch , 1960 a t a  to ta l  co st o f 

R s. 2-27 la k h s  in c lu d in g  th e  co st o f  b u ild in g  etc . a n d  th e  o p e ra tio n  

sta ff  w a s  e m p lo y e d  fr o m  A p r il ,  1960. T h e  m a n u fa c tu re  o f  ic e  w a s, 
h o w e v e r , s ta r te d  o n ly  fr o m  A p r il ,  1961 w h e n  a  c o n tra c to r  fo r  its  d is­

tr ib u tio n  w a s  a p p o in te d  fo r  a  p e r io d  o f  11 m o n th s. T h e  c o n tra c to r , 
h o w e v e r , re fu s e d  to  ta k e  ic e  fro m  2 1st M a y , 1961 a fte r  g iv in g  a  le g a l 
n o tic e  a lle g in g  inter alia th e  P r o je c t ’s fa i lu r e  to  s u p p ly  th e  f u l l  q u a n ­

t i t y  o f  10 to n s p e r  d a y  in  te rm s  o f h is  c o n tra c t (th e  a c tu a l p ro d u ctio n  

w a s  6-7 to n s  a g a in s t  th e  ra te d  c a p a c ity  o f 10 ton s) an d  th a t th e  

q u a lit y  o f  ic e  w a s  poor. S in c e  th e n  th e  p la n t h a s  b e e n  ly in g  id le . 

A g a in s t  th e  sa le s  fo r  R s. 7,150 i.e. 250 to n s o f  ic e  p ro d u c e d  d u r in g  
A p r il- M a y , 1961, th e  e x p e n d itu r e  on sta ff  a lo n e  a m o u n te d  to 
R s. 37,009 d u r in g  A p r il ,  1960 to  J u n e, 1962, w h e n  m o st o f  th e  p e r ­

so n n e l w e r e  w ith d r a w n . T h e  a n n u a l e x p e n d itu re  o n  a cc o u n t o f  in ­
te r e s t  c h a rg e s  a n d  d e p re c ia t io n  com es to  a b o u t R s. 25,000.
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(b ) Rourkela.— To  su p p ly  ic e  a n d  co ld  w a te r  to  its  c o n stru c tio n  

sta ff, th e  R o u r k e la  m a n a g e m e n t p u rc h a s e d  in  D e c e m b e r , 1955, a n  ic e  

p la n t  fro m  th e  In d u s tr ia l E x h ib it io n  a t  R s. 32,000 F .O .R . N e w  D e lh i 

a n d  a n  e x p e n d itu r e  o f  R s. 1,692 w a s  in c u rr e d  on  tr a n sp o rta tio n  o f  th e  

sa m e  to  R o u r k e la . C o n s tru c tio n  o f  a se p a ra te  b u ild in g  to  in s ta ll  th e  

p la n t ta k e n  u p  in  F e b r u a r y ,  1956 w a s  a b a n d o n ed  in  M a rch , 1956 w h e n  

it  w a s  d e c id e d  th a t th e  p la n t  sh o u ld  b e  in s ta lle d  in  th e  p o w e r  h o u se . 

T h e  e x p e n d itu re  in c u rr e d  on  th e  a b a n d o n e d  b u ild in g  is  n o t a v a ila b le  
fro m  th e  reco rd s.

T h e  ic e  p la n t  w a s  f in a lly  e re c te d  in  M arch , 1956 w it h  an  a d d it io n a l 
e x p e n d itu re  o f R s. 5,040 b r in g in g  th e  to ta l co st to  R s. 38,732. I t  w a s  

ru n  d e p a rtm e n ta lly  d u r in g  1956-57 a n d  1957-58, th e  o p e ra tio n  in  th e  
first y e a r  b e in g  in  th e  n a tu r e  o f t r ia l  ru n s. A  lo t  o f  tr o u b le  w a s  e x ­

p e rie n c e d  w it h  th e  e q u ip m e n t d u r in g  1957-58 a n d  th e  p la n t  h a d  to  b e  

k e p t id le  on  s e v e r a l occasio n s fo r  w a n t  o f  sp a res. T h e  re co rd s 

s h o w in g  th e  w o r k in g  r e s u lts  o f  th e se  tw o  y e a rs  a re  n o t a v a ila b le .

T h e  p la n t w a s  le t  o u t on  h ire  to  a  co n t’-actor in  M a rch , 1958 w it h ­

o u t ca lU n g  fo r  te n d e rs  fo r  a p e r io d  o f  th re e  y e a r s  a t a n  a n n u a l re n ta l 

o f R s. 4,860. A f t e r  w o r k in g  fo r  a b o u t tw o  y e a r s  (on  27th  M a y , 1960) 

th e  c o n tra c to r  s e r v e d  a  th r e e  m o n th s ’ n o tice  e ffe c t iv e  fro m  1st J u ly ,  
1960, fo r  te rm in a tio n  o f  th e  c o n tra c t u n le ss  th e  a n n u a l re n ta l w a s  
re d u c e d  to  R s. 3,600 a n d  e le c tr ic ity  c h a rg e s  fr o m  3 a n n a s to  12 N a y a  
p a ise  p e r  u n it. A s  th e  r e v is e d  te rm s  w e r e  n o t a c c e p ta b le  to  th e  m a n ­

a g e m e n t, th e  c o n tra c t w a s  te rm in a te d  a n d  th e  p la n t  ta k e n  b a c k  on  th e 

1st D e ce m b e r , 1960. A n  a tte m p t to  se ll  th e  p la n t  m a d e  in  A u g u s t, 

1963 p ro v e d  fu t i le  a s  n o re sp o n se  w a s  re c e iv e d  to  th e  a d v e rtise d  

te n d e r. S in c e  th en , th e  p la n t  h a s  b e e n  ly in g  id le . T h e  a n n u a l in c i­

d e n ce  b y  w a y  o f  in te re s t  on  b lo c k e d  ca p ita l, d e p re c ia tio n  a n d  p a y  an d  

a llo w a n c e s  o f  on e h e lp e r  e m p lo y e d  fo r  th is  p la n t w o r k s  o u t to 
R s. 5,443. B esid e s, th e  fa i lu r e  to  e ffe c t t im e ly  re c o v e r ie s  o f re n t, e le c ­

t r ic it y  a n d  w a te r  c h a rg e s  fro m  th e  c o n tra c to r  r e s u lte d  in  th e  a cc u m u ­
la tio n  o f u n re a lise d  a m o u n t o f  R s. 11,378 a g a in s t  a  s e c u r ity  o f  
R s. 3,550 on ly .

X III . H I N D U S T A N  S H I P Y A R D  L IM IT E D

1. Loss  o f  Rs. 9 lakhs on reconditioning o f equipm ent.— T h e  
S h ip y a r d  p la c e d  an o rd e r  in  F e b ru a r y , 1956 fo r  th e  e le c tr ic a l e q u ip ­

m e n t a n d  m a c h in e r y  v a lu e d  a t D M  9,77,000 (Rs. 10 la k h s )  fro m  a 

fo re ig n  firm  fo r  a v e s s e l to  b e  la u n c h e d  in 1957. T h e  e q u ip m e n t w a s 
re c e iv e d  in  J u ly , 1958. T h e re  w a s  a  g u a ra n te e  fo r  sa tis fa c to ry  p e r­

fo rm a n ce  fo r  a p e rio d  o f  6 m o n th s fro m  th e  d a te  o f  co m m issio n in g  o f
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th e  sh ip  b u t n o t e x c e e d in g  15 m o n th s a fte r  its  sh ip m e n t. T h e  

e q u ip m e n t, b e in g  h e a v y , w a s  n o t m o v e d  to  th e  sto res  a n d  w a s  a llo w e d  

to  re m a in  in  th e  o p e n  a n d  d u e  to  d e la y  in th e  c o n stru c tio n  o f  th e  

v e s s e l w h ic h  is y e t  to  b e  c o m p le te d  (D e c em b e r, 1963), c o u ld  n o t be 
u t ilis e d  d u r in g  th e  w a r r a n ty  p e rio d , w h ic h  e x p ir e d  in  S e p te m b e r, 

1959. T h e  sh ip y a rd , th e re fo re , re q u e ste d  th e  s u p p lie rs  f o r  a n  e x te n ­

sio n  o f  th e  g u a r a n te e  p e rio d . T h e  su p p lie rs  b e fo re  d o in g  so  a rra n g e d  
fo r  an in sp e ctio n  o f  th e  e q u ip m e n t in  J a n u a ry , 1962 w h e n  it  w a s  

n o tice d  th a t tw o  p ro p u ls io n  m o to rs, tw o  g e n e ra to rs  a n d  fo u r  a u x ilia r y  

g e n e ra to rs  h a d  b e e n  b a d ly  d a m a g e d  a n d  re q u ire d  e x te n s iv e  re p a irs/  
re c o n d itio n in g . T h e  e n tire  e q u ip m e n t w a s, th e re fo re , se n t to th e 

M a n u fa c tu re rs  in  tw o  b a tch e s on  th e  20th A u g u s t, 1962 an d  2nd 
N o v e m b e r , 1962 fo r  re p a irs  a n d  re c o n d it io n in g  a t a  cost o f  D M  7,39,970 

<Rs. 9 la k h s).

A  c o m m itte e  o f  D ire c to rs  a p p o in te d  in  Ju n e, 1962 fo r  in v e st ig a tio n  

h e ld  th a t  it sh o u ld  h a v e  b e e n  p o ssib le  fo r  th e  S h ip y a r d  to  e re ct h o u s­

in g  o v e r  th e  e q u ip m e n t to  _ s h ie ld  it  fro m  ra in  a n d  su n  a n d  to a v o id  

th e  re s u lta n t d a m a ge. T h e  B o a rd  a p p o in te d  a n o th e r  co m m itte e  in 

D e ce m b er, 1962 to e x a m in e  th e  q u e stio n  o f fix in g  th e  re s p o n sib ility  fo r  

th is  lap se. T h e  C o m m itte e  o u tlin e d  th e  v a r io u s  re a so n s du e to  w h ic h  
s p e c ia l  a tte n tio n  c o u ld  n ot be  g iv e n  to  th e  s to ra g e  o f th e  a b o v e  
m a ch in e ry . It has, h o w e v e r , b een  re q u e ste d  to su b m it its  su p p le- 

ta r y  re p o rt on th e  v a r io u s  asp ects o f  n e g lig e n c e  w h ic h  le d  to  th e  
d a m a g e  an d  to  lo ca te  th e  re s p o n sib ility  fo r su ch  n e g lig e n c e . T h e  

re p o rt o f th e  C o m m itte e  in  th is  re sp ec t is s t ill  (D e cem b e r, 1963) 

a w a ite d .

2. Infructuoics expenditure on erection and dismantling of Cranes 
and blocking up of G overnm ent Capital.— T w o  D e m a g  O .H .T. C ra n e s  

■of 3 to n  c a p a c ity  each  p u rch a se d  at a  cost o f R s. 87.000 w e r e  re c e iv e d  
in  th e  S h ip y a r d  on  26th M arch , 1958 an d  w e r e  e re c te d  in  G e n e ra l 

S to re s  B u ild in g  in  M a y . 1958. D u e  to  la ck  o f sp a ce  an d  th e  u n s u it­
a b ility  fo r  w o rk in g  in th e  G e n e ra l S tores, th ese  c ra n e s w e re  d is­
m a n tle d  in A p r il,  1961 a n d  in  M arch . 1962 a n d  w e re  tra n sfe rre d  to 

th e  S to re s  an d  e le c tr ic  h o ists  w e re  p ro v id ed  in stead . T h e  C o m p a n y  
h a s  b een  p u t to  a lo ss o f Rs. 11,768 b y  w a y  o f e x p e n d itu re  in cu rred  
in e re ctio n  and d ism a n tlin g  o f  th ese  cran es besid es th e  b lo c k in g  of 

•capital to th e  e x te n t o f Rs. 87,000.

It h as been  sta ted  b y  th e  M a n a g e m e n t th a t th e  cran es w e re  pur- 
•chased on th e a d v ic e  o f th e F re n ch  T e c h n ic a l D ire cto r, w h o  w a s th en  
in ch a rg e  o f th e  e n tire  T e c h n ic a l O rg a n isa tio n  o f  th e  S h ip y a r d  and 
th a t th ese  w o u ld  be  u tilise d  d u rin g  th e  T h ird  F iv e  Y e a r  P la n  

D e v e lo p m e n t W ork s.
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3. Loss in a ship-building contract.—A  private steamship Company 
placed an order for building a vessel of 6000 DWT with the Shipyard 
Dll 9th September, 1958. According to the terms of the contract the 
Steamship Company was required to pay for the vessel, the U.K. 
parity price, fixed by the pricing Committee of the Builders m  
consultation with the steamship Company in five instalments as.
follow s; —

(i) 5 per cent, on placing the order with the Shipyard.
(ii) 5 per cent, on placing the order for steel and machinery..

(iii) 15 per cent, on the date of keel laying.
(iv) 45 per cent, on the date of launching the ship.

( V )  30 per cent, on the date of delivery of the ship..
For purpose of payment of instalments the price of the ship was; 

fixed at Rs, 80 lakhs ad-hoc pending the fixation of the final price.. 
The price of the ship was finally fixed at Rs. 106-8 lakhs as per U. .
estimate on 7th January, 1959.

Clause 12 of the agreement provided that .the Shipyard would be 
entitled to interest from the steamship company for the delayed pay­
ments of instalments besides extension of time of delivery of the 
ship by as much time as the Shipyard were late m ^
instalments, Accordingly, a claim ol interest amounting to 
for the delayed payment of instalments ranging from 161 to 280 days 
and for the difference between the final price and ad-hoc price was 
lodged by the Shipyard on 12th August, 1959 with the Steamship 
Company. The Steamship Company, however, intimated that a claim 
of interest for the difference amount might be
they would be forced to re-open the price fixation at Rs. 106-8 lakh 
on the ground of unreasonableness and also for agreeing not to include 
the penalty clause for delayed delivery of the ship in the agreement 
at the request of the Shipyard. In this connection it may be 
r^ientioned that the ship was delivered in October, 1959 as agamst 
the original stipulation of August. 1959. Thus there was a delay of 
only two months in the delivery of the ship and this was less than 
the delay by the Steamship Company in paying the instalments and,, 
therefore, the delivery date could have been extended without 
penalty under clause 12 of the agreement. The Board, however, 
waived the claim for interest on 6th November, 1959,

Generally the U.K, parity price is sub.1ect to escalation but in this 
case the price was fixed without such stipulation. The amount that 
could have been claimed on escalation works out to Rs, 6.88,814.



4. Disposal of surplus stores.— T he  P u b lic  A c c o u n ts  C o m n n tte e -  

in  p a ra . 149 o f  th e  E ig h te e n th  R e p o r t  (2 n d  L o k  S a b h a ) ,  r e c o m m e n d e d  

th a t  u n w a n te d  s to re s  sh o u ld  b e  c le a r e d  q u ic k ly  b y  th e  S h ip y a r d  to- 
r e d u c e  s to r a g e  a n d  m a in te n a n c e  c h a rg e s . T h e  M in is tr y  in  th e ir  r e p ly  

in  1960 in tim a te d  th a t  n e c e s s a r y  a c tio n  w a s  b e in g  ta k e n  b y  S h ip y a r d  

b y  h o ld in g  p e r io d ic a l  a u c tio n s .

T h e  p o s itio n  o f th e  d is p o s a l o f  s to re s  s in c e  1957, w h e n  it  w a s  f irs t 

r e p o r te d  b y  A u d it  (P a r a . 44 o f  th e  A u d it  R e p o r t, 1957) h a s  n ot, 

h o w e v e r , b e e n  s a t is fa c to r y  a s  w o u ld  b e  e v id e n t  fr o m  th e  tp b le-

b e l o w ; —
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Year Opening
Balance

Addition Disposal Balance

56-57  . 17-50 17 -5 0

57-58 ■ 17-50 -35 •35 1 7 -5 0

58-59 - 17-50 -01 -01 1 7 '5 0

59-60 . ■ ■ I 7'50 1-70 2-49 16-71

60-61 i 6 -7 i 0- 1 6 0-49 16-38

61-62 . 16-38 I - 10 15-28

62-63 • 15-28 0 -1 6 15-12.

17-50 2 ’22 4 -6 0 15-12

T h e  d is p o s a l o f  sto res  o f  th e  B o o k  v a lu e  o f R s. 4-60 la k h s  re s u lte d  

in  a lo ss o f  R s. 2 30 la k h s . O u t o f th e  b a la n c e  o f  R s. 15 -12  la k h s , 

s to re s  v a lu e d  a t  R s. 14-56 la k h s  w e r e  re -c a te g o r ise d  as u sa b le  in

1962-63. It  is  n o t c le a r  w h y  th e se  sto res  h a d  Iseen c a te g o r is e d  a s  

u n u sa b le  in  th e  first in sta n ce .

5. Avoidable loss of Rs. 54,077 due io delay in filing of insurance 
claims by  Hindustan Shipyard  L td .— T h e  C o m p a n y  u se d  to  o p en  th e- 

p a c k a g e s  o f im p o rte d  go o d s o n ly  w h e n  th e  m a te r ia ls  w e r e  re q u ire d  
fo r  a c tu a l u se . In  th is  w a y  th e  in sp e ctio n  o f  so m e m a te r ia ls  r e c e iv e d  

as e a r ly  as F e b r u a r y , 1954 w a s  d e la y e d  b e y o n d  th e  p e rio d  o f in s u r­

a n c e  c o v e r  a n d  c la im s  w o r th  R s. 54,077 p r e fe r r e d  b y  th e  C om .p an y 

fo r  sh o r ta g e s / d a m a g e s  w e r e  r e je c te d  b y  th e  u n d e r  w r ite r s / e a r n e r s  

on  a c c o u n t o f  th e ir  b e in g  tim e -b a rre d . It h as b e e n  sta te d  th a t th e  

o ld  p ro c e d u re  o f  in s p e c tin g  th e  m a te r ia ls  o n ly  a t th e  tim e  o f th e ir  

u se  h a s  b e e n  re v is e d  w it h  e ffe c t  fro m  J u n e, 1960.

6 Loss of Rs. 20,054-00 due to delay in preparing the claim o f 
i n s u r a n c e . — T h e  H in d u sta n  S h ip y a r d  re c e iv e d  tw o  ca ses  c o n ta in in g



J ’ ire-H ose P ip e s  fro m  W e s t G e r m a n y  in J a n u a ry , 1956. A s  th e  cases 
w e r e  fo u n d  to  b e  in ta c t  o u tw a r d ly  th e y  w e re  k e p t in  th e  stores u n ­

o p e n e d  on th e  p re su m p tio n  th a t th e  go od s w e r e  in  order. O n  a 
. re q u is it io n  fro m  th e  P lu m b in g  D e p a rtm e n t th e  cases w e re  open ed 

o n  th e  1 1 th  A p r il,  1957 a n d  it  w a s  fo u n d  th a t th e  e n tire  co n sig n m en t 

w a s  d a m a ged . T h e  C o m p a n y  p re fe rre d  th e  fo llo w in g  cla im s u n d er 
tr a n s it  r is k  in su ra n ce  a g a in s t th e  ‘A ’ In su ra n ce  C o m p a n y : —

Debit Note Nos. and Date DetaUs Amount
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Rs.

336/57 dt. I5-II-5 7  . . . .  12 Hose pipes 4,454-45

754/60 dt. 10-10-60 . . . .  46 Hose pipes 15,600-00

T otal . 20,054-45

A c c o rd in g  to th e  S u r v e y  R e p o rt th e d am age  d id  n ot a p p ea r to 
h a v e  o ccu rre d  d u rin g  tra n s it  b u t w h ile  th e  cases w e re  ly in g  in  stores. 

T h e  In su ra n ce  C o m p a n y  re je c te d  th e  c la im  on th e  p le a  th a t th e  loss 
w a s  ou tsid e  th e  r isk s  c o v e re d  u n d er th e  p o licy . A c co rd in g  to an 

e n q u ir y  c o m m itte e ’s fin d in gs th e d am age  arose fro m  d e fe c tiv e  
sto rage .

T h e  m a n agem en t h a v e  sta ted  th at d isc ip lin a ry  actio n  has been 
ta k e n  a g a in st th e  officers con cern ed.

7. Observations of Company Auditors.— Apart fro m  th e  g e n era l 

d e ficien cies  lik e  d iv e rsio n  o f In te rn a l A u d it  staff, no stan d b y  p lants, 
h e a v y  su n d ry  d eb tors etc., it  has been  em p h asised  b y  th e  A u d ito rs  

th a t u n d e r th e  p re sen t set u p  o f th e  b illin g  sectio n  it w o u ld  be diffi­
c u lt  if  n ot im p o ssib le  to  v e r i fy  w h e th e r  a ll  th e  lia b ilit ie s  in  resp ect 

o f  th e  goods re c e iv e d  h a v e  been  p ro vid ed  or not. It  has been  stated  
th a t as on 31st D ecem b er, 1962, 844 b ills  in v o lv in g  Rs. 28-43 la k h s 

w e re  pen d in g . M oreo ver, th e estim ates p rep ared  b y  th e C o m p an y  
are  not in con sonan ce w ith  th e d eta ils  o f job s w h ich  are  a v a ila b le  
fo r  cost a cco u n tin g  purp oses. E stim atin g  is don e on a v e r y  broad  
b a sis  fo r  a sh ip  as a w h o le  an d  n ot b y  job s. H en ce no com parison  

■can be m ad e b e tw ee n  a ctu a ls and estim ates,

X I V , H IN D U S T A N  M A C H IN E  T O O L S  L IM IT E D

1, Leave Rules applicable to the Company.— T h e  M an a g in g  D ire c ­
to r , H in d u stan  M ach in e  T o o ls L im ite d  w a s a llo w e d , w ith  effect fro m  
29th D ecem b er, 1961, th e b en efit o f  fu ll p a y  le a v e  fo r  a to ta l period  
o f  244-5/11 d ays, p a r tly  b y  p a y m en t of Rs. 22,864 in  cash and th e



b a la n c e  b y  a c tu a l g r a n t  o f le a v e  e v e n  th o u g h , a c c o r d in g  to  th e  L e a v e  

R u le s  o f  th e  C o m p a n y  a p p lic a b le  to  h im  on  th a t d a te , h e  w a s  e n t it le d  

to  a c c u m u la te  o n ly  90 d a y s  le a v e  on f u l l  p a y . M o r e o v e r , th e r e  w a s  

n o p ro v is io n  in  th o se  le a v e  ru le s  fo r  p a y m e n t o f ca sh  in  l ie u  'o f 

le a v e . W h e n  th is  w a s  p o in te d  o u t b y  A u d it ,  G o v e r n m e n t s ta te d  th a t 

th e  n e w  R u le s  r e c e iv e d  fr o m  th e  H in d u sta n  M a c h in e  T o o ls  L td . 

w e r e  m a d e  a p p lic a b le  to  h im  w it h  re tr o s p e c tiv e  e ffe c t  f r o m  1954 a n d  

th o se  ru le s  w e r e  u n d e r  e x a m in a tio n  a n d  fin a lisa tio n  b y  th e  M in is tr y .

A lso , th e  M a n a g in g  D ire cto r , on  h is  o w n  a u th o r ity  a llo w e d  th e  

b e n efit o f  157 d a y s ’ a n d  120 d a y s ’ f u l l  p a y  le a v e  r e s p e c t iv e ly  to  tw o  

o f  th e  C o m p a n y ’s e m p lo y e e s  p a r t ly  b y  e n c a sh m e n t a n d  p a r t ly  b y  
‘ c a r r y o v e r ’ o f th e  b a la n c e  o f  le a v e  to  b e  g r a n te d  a t a fu tu r e  d a te  

v io la t in g  th e  sa m e  tw o  co n d itio n s, as in  th e  case  o f  th e  M a n a g in g  

D ire cto r , in  th e  le a v e  ru le s  th e n  in  fo rce .

2 Loss on sale o f one Dean Smith and Grace Capstan Lathe. 
T h e  H in d u sta n  M a c h in e  T o o ls  L td . so ld  in  N o v e m b e r , 1960 o n e  D e a n  

S m ith  C a p sta n  L a th e  fo r  I^s. 1,670 (b e in g  th e  b o o k  v a lu e  o f th e  la th e  

R s. 2,267 "less d e p re c ia t io n  R s. 597). T h e  a c tu a l b o o k  v a lu e  o f  th e 
la th e 'a s  on th e  3 1st M arch , 1960 w a s, h o w e v e r , R s. 12.600. T h e  C o m ­

p a n y  h as s ta te d  th a t th e re  w e r e  tw o  D e a n  S m ith  L a th e s  a n d  b y  o v e r ­
s ig h t th e  v a lu e  o f on e w a s  m is ta k e n  fo r  th e  o th e r. T h e  lo ss o f 
R s. 10,930 w a s  w r it te n  o ff b y  th e  C o m p a n y  in its a cc o u n t fo r  1960-61.

X V . H I N D U S T A N  A I R C R A F T  L I M IT E D

1. M isappropriation of cash— Loss of Rs. 18,750

In  on e o f th e  B a s e s  o f th e  H in d u sta n  A ir c r a f t  L im ite d  a su m  of 

R s. 18,750 w a s  m is a p p ro p ria te d  d u rin g  th e  p e r io d  O c to b e r, 1961 to  

A u g u s t, 1962. T h e  in v e st ig a tio n  co n d u cted  b y  th e  C o m p a n y  in  A u g u s t 
a n d  N o v e m b e r , 1962 re v e a le d  th a t th e  m isa p p ro p ria tio n  o f cash  w a s  

re n d e re d  p o ssib le  m a in ly  du e to  th e  fo llo w in g  re a so n s: —

(1) T h e  B a n k  A c c o u n t  in  w h ic h  th e  fu n d s  o f  th e  C o m p a n y  at 

th e  b ase  w e re  h e ld , w a s  m a in ta in e d  in  th e  p e rso n a l n am e 
of th e  O ffice r-in -ch a rg e  in stea d  o f in  th e  C o m p a n y ’s n am e.

(2) T h e  O ffice r-in -ch a rg e  d id  n ot e x e rc ise  p ro p er su p e rv isio n  
o v e r  th e  a cco u n ts  o f  th e  base. H e  m a d e  no e ffo rts  to  find ou t 

th e  sta te  o f  a cco u n ts  w ith  th e  b a n k  a n d  certifie d  th e  p e rio ­
d ic a l s ta te m e n ts  o f  acco u n ts  sen t b y  th e  b a se  to  th e  H ead  
O ffice w ith o u t v e r i fy in g  th e  cash  a n d  b a n k  ba la n ces.

(3) O n  th e  gro u n d  th a t th e  C o m p a n y  h a d  ta k e n  a f id e lity  in su r­
an ce  c o v e r  to  sa fe g u a rd  th e  in te re st o f th e  C om p an y- no
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lo c a l in sp e ctio n  o f  th e  a ccou n ts o f  th e  B a se  w a s  co n d u cted  
b y  th e  H ead  O ffice.

(4) T h e  b a n k ’s a ctio n  in  p e rm ittin g  fr e q u e n t  o v e rd r a fts  w ith o u t  

th e  w r it te n  re q u e st  fr o m  th e  O fficer-in -ch arg e.

T h e  C o m p a n y  h as p re fe r re d  a c la im  w ith  th e  in su ra n ce  C o m p a n y  
w it h  w h o m  th e  f id e lity  In s u ra n ce  P o lic y  w a s  ta k e n . T h e  se ttle m e n t 
o f  th e  case  is s t i l l  a w a ited .

T h e  O fficer-in -ch a rg e  w a s  le t  off w ith  a w a rn in g . T h e  a cc o u n ts  
c le r k , w h o  w a s  fo u n d  g u i lty  o f th e  c h a rg e  o f  fr a u d  a n d  m isa p p ro p ria ­

tio n  w a s  d ism issed  fro m  s e rv ic e  a n d  as a re s u lt  o f  th e  p o lice  ca se  
w a s  c o n v ic te d  a n d  se n te n ce d  to  u n d e rg o  3 y e a r s  r ig o ro u s  
im p riso n m en t.

2. Loss on purchase o f defective and obsolete equipment.

A  G o v e rn m e n t C o m p a n y  (H in d u sta n  A ir c r a f t  L im ite d )  p la ce d  
an  in d e n t in  O cto b e r, 1957 on th e In d ia  S u p p ly  M issio n , 

W ash in g to n , D .C . fo r  on e H y d ra u lic  T e s t  S ta n d  o f  a sp e c ific  

m o d el m a n u fa c tu re d  b y  a  c e r ta in  firm . T h e  q u o ta tio n  re c e iv e d  fro m  
th e  M a n u fa c tu r in g  C o m p a n y  w a s  fo r  a n e w  m o d el w h ic h  w a s fu n c ­
tio n a lly  in te rc h a n g e a b le  w ith  th e  e a r lie r  m o d el b u t w a s  d esign ed  
in to  a m o re  co m p a ct an d  e ffic ien t u n it a n d  th e y  h ad  a lso  m ad e it 
c le a r  th a t th e  o ld  m o d el w a s  n o lo n g e r in p ro d u ction . In  M arch , 1958, 
th e  in d e n to r  a p p ro v e d  th e  p u rch a se  o f  th is n e w  m o d el. A c c o rd in g ly , 

an  o rd e r w a s  p la ce d  b y  th e  M ission  on th e  m a n u fa c tu re rs  in  A p r il ,  
1958 a t a to ta l p rice  o f $ 17,996-00 less 10 p e r  ce n t d isco u n t. T h e  

m a n u fa c tu re rs  sta ted  in  M a y , 1958 in  resp on se  to th e  o rd e r th a t th e y  

w e r e  n ot in  a p o sitio n  to a llo w  10 p e r  cen t d isco u n t as th e  v a lid ity  

o f th e ir  q u o tatio n  w h ic h  w a s  o n ly  fo r  30 d a y s  h a d  e xp ired . W h ile  
th e  r e p ly  fro m  th e  m a n u fa c tu re rs  w a s  u n d er con sid eratio n , th e  M ission  

re c e iv e d  a le tte r  in  Ju n e, 1958 fro m  one o f  th e  S u rp lu s  S to c k ists  o ffer­
in g  to  su p p ly  th e  o r ig in a l m o d el as p e r  th e  re q u ire m e n ts  o f th e C o m ­
p a n y , at a to ta l v a lu e  o f $ 15,500 00. T h e  M ission  im m e d ia te ly  can- 
ca lle d  th e  co n tra c t on th e  m a n u fa c tu re rs  (Jun e, 1958) a n d  p la ce d  
o rd e rs  on th ese  s to ck ists  fo r  th e  e q u ip m e n t a t th e  p ric e  stated  above.

T h e  o ffer re c e iv e d  fro m  th ese  sto ck ists  w a s  e v id e n tly  a la te  

te n d e r b e in g  in  resp on se  to  th e  te n d e r e n q u iry  issu ed  b y  th e  M ission  
in  N o vem b er, 1957 re q u ir in g  th e  su bm ission  o f ten d ers b y  th e  16th o f 
D ecem b er, 1957. T h e  reaso n s fo r  a cc ep tin g  th e  la te  te n d e r in  v io la ­

tio n  o f th e  p re scrib e d  p ro ce d u re  o f  p u rch ase  and th e reason s for 
d e c id in g  to  p la ce  orders on a su rp lu s sto ck ist th o u g h  th e  in d en to r had 

d esired  p u rch ase  fro m  th e m a n u fa ctu re rs  as fa r  as possible, are not



on  re c o rd . I t  is  a lso  se e n  th a t  th e  M iss io n  d id  n o t t r y  t o  a s c e r ta in  

th e  f in a n c ia l s t a b i l i ty  o f th e  S u r p lu s  S to c k is ts  b e fo r e  p la c in g  th e  o r d e r  

on  th e m . N o r  d id  th e y  t r y  to  o b ta in  sa t is fa c t io n  fr o m  th e  in d e n to r  

o r fr o m  a n y  o th e r  c o m p e te n t so u rce  a t  th a t s ta g e  on  th e  te c h n ic a l  

s u ita b il i t y  o f  th e  e q u ip m e n t o ffe re d  in  sp ite  o f  th e  fa c t  th a t  th e  sa id  

m o d e l h a d  b e e n  s ta te d  to  b e  o b so le te  b y  th e  m a n u fa c tu r e r s .

W h e n  th e  e q u ip m e n t w a s  r e c e iv e d  b y  th e  C o m p a n y  in  D e c e m ­

b e r , 1958 it  w a s  fo u n d  th a t  th e  sa m e  w a s  o f  a d if fe r e n t  ty p e  b u t  h a d  

a p p a r e n t ly  b e e n  re c o n d it io n e d  a n d  m o d ified  to  s u it  th e  sp ecification s- 

o f  th e  ty p e  c a lle d  fo r  b y  th e  p u rc h a s e  c o n tra c t. A f t e r  so m e  c o rr e s­

p o n d e n c e  th e  firm  f in a lly  a g r e e d  in  D e c e m b e r , 1959 to  ta k e  b a c k  t h e  

e q u ip m e n t. T h e  M iss io n  a c c o r d in g ly  re q u e s te d  th e  c o m p a n y  in  J a n u ­

a r y ,  1960 to  r e tu r n  th e  e q u ip m e n t. In  J u ly , 1960 th e y  im p r e s s e d  u p o n  

th e  c o m p a n y  th e  u r g e n c y  o f  r e tu r n in g  th e  e q u ip m e n t s ta t in g  th a t  t h e  

firm  w a s  in  d iffic u ltie s  a n d  th a t  it  m ig h t  b e  d if fic u lt  to  r e c o v e r  a n y  

a m o u n t fro m  th em . I t  w a s  a lso  s u g g e s te d  b y  th e  M iss io n  t l ia t  th e  

w h o le  m a tte r  m ig h t  be  c o n s id e re d  a g a in  w it h  a  v ie w  to  u t ih s e  th e  

e q u ip m e n t to  th e  b e s t  p o s s ib le  a d v a n ta g e  o f  th e  C o m p a n y . H in d u s ta n  

A ir c r a f t  L td . c o n s t itu te d  a C o m m itte e  w h ic h , a fte r  c a r e fu l  re v ie w ,, 

fo u n d  th a t  th e  e q u ip m e n t c o u ld  n o t b e  m a d e  u se  o f. T h e r e fo r e , it 
w a s  sh ip p e d  b a c k ^ n  O c to b e r, 1960. O n  r e c e ip t  in  th e  U n ite d  S ta te s , 
a te c h n ic a l in sp e ctio n  b y  E x p e r ts  co n firm e d  th e  v ie w  th a t  th e  e q u ip ­

m e n t w a s  n o t w o r th  f ix in g .

T h e  firm  w h ic h  h a d  su p p lie d  th e  e q u ip m e n t h a d  in  th e  m e a n ­

w h ile  g o n e  o u t o f  b u sin e ss  in  I960 a n d  w a s  re p o r te d  to  b e  in so lv e n t. 

T h e  e q u ip m e n t w a s, th e r e fo re , p u t in  s to ra g e  in  U .S .A . A c c o r d in g  

to  e n q u ir ie s  m a d e  b y  th e  M issio n , th e  e q u ip m e n t c o u ld  n o t be so ld  

in  th e  U .S .A . fo r  a n y th in g  m o re  th a n  its  scra p  v a lu e  d u e  to  i ts  
o b so le scen ce . T h e  M iss io n  in s t itu te d  le g a l p ro ce e d in g s  a g a in s t  th e  

d e fa u lt in g  firm  in  M arch , 1961. B u t  in  v ie w  o f  th e  in s o lv e n c y  o f th e  

firm  a c o m p ro m ise  se t t le m e n t w a s  re a c h e d  in  M arch , 1963 b y  w h ic h  
th e  M iss io n  re a lis e d  a su m  o f $ 7.500 le ss  $ 2,059 02 r e p re s e n tin g  th e  

fe e s  a n d  o u t o f p o c k e t e x p e n se s  o f th e  L e g a l  A d v is e r , fro m  th e  p a r ty  

w h o  h a d  so ld  th e  e q u ip m e n t to  th e  S u rp lu s  S to c k is ts  a n d  h a d  b e e n  

jo in e d  as th e  th ird  p a r ty  in  th e  la w  su it. T h e  tra n sa c tio n  th u s  re ­

su lte d  in  a n e t  lo ss o f $ 13,440-48 (R s. 64,002-28) le ss  th e  sc ra p  v a lu e  

o f th e  te s t stan d .

X V I .  N E Y V E L I  L I G N I T E  C O R P O R A T I O N  L I M IT E D

A voidable expenditure o f Rs. 39,900 on Ritz Pumps. In  A p r il ,  

1955, a n  o rd e r  w a s  p la c e d  b y  th e  L ig n ite  P r o je c t ,  N e y v e li  on a firm  of
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N e w  D e lh i  fo r  th e  s u p p ly  o f  fo u r  su b m e rsib le  p u m p s o f  1,000 g a llo n s  
c a p a c it y  p e r  m in u te  a t  a co st o f  R s. 1,25,032 F .O .R . M a d ra s , w it h  a 

c o p d it io n  th a t  th e  m o to r sh o u ld  b e  w o u n d  fo r  a te m p e r a tu r e  o f  40°C 

a b o v e  th e  a m b ie n t te m p e ra tu re  o f  4 5 °C. In  A u g u s t ,  1955 a re p e a t 
o rd e r  fo r  8 p u m p s w a s  p la c e d  d ir e c t ly  on  th e  m a n u fa c tu re rs , a t  a  p r ic e  

o f  £  14080-16-0 F .O .B . H a m b u rg  w it h  a s im ila r  c o n d itio n  re g a r d in g  th e  

w in d in g  o f m o to rs  a s  in  th e  o rd e r  p la ce d  on  th e  firm  o f N e w  D e lh i. 

A f t e r  re c e ip t  o f  th e  o r d e r  th e  m a n u fa c tu r e r s  s ta te d  th a t  th e ir  m o to rs  

c o u ld  n ot b e  w o u n d  fo r  a te m p e ra tu re  o f  40°C a b o v e  an  a m b ie n t te m ­

p e ra tu r e  o f  45°C , a n d  th a t th e  m o to rs  w o u ld  b e  g u a r a n te e d  fo r  o p e ra ­
t io n  a t  2 5 °C  o n ly . T h is  w a s  a c c e p te d  b y  th e  P r o je c t  a u th o r itie s  

a lth o u g h  th e  te m p e ra tu re  o f  th e  w a te r  to  b e  p u m p ed  w a s  3 1 - 7 ’ C.

T h e  p u m p s o rd e re d  w e r e  r e c e iv e d  in  th e  la t te r  p a rt  o f 1955 an d  
in  M arch , 1956. D u r in g  th e  te s ts  c o n d u cted  in  1956, th e  'first fo u r  

p u m p s w o r k e d  o n ly  fo r  a b o u t '2 m o n th s a n d  th e  re m a in in g  p u m p s 

w o rk e d  o n ly  fo r  a b o u t 15 d a y s. A lth o u g h  o n ly  s ix  m o to rs  o f  th e  

p u m p s h a d  a c tu a lly  fa ile d , th e  m o to rs  o f th e  re m a in in g  se v e n  p u m p s 

( in c lu d in g  on e sta n d b y  p u m p ) w e r e  a lso  s h o w in g  sig n s  o f d e te r io ra ­

tio n  in  in su la tio n . T h e  m o to rs  w e re , se n t b a c k  to  G e r m a n y  a n d  w e re  

g o t re p a ire d  a n d  p u t to  u se  a t  th e  cost o f th e  C o rp o ra tio n .

T h e  C o rp o ra tio n  h a s  s ta te d  th a t  th e  p u m p  sets h a d  to  b e  ob ta in ed  
in  a h u r r y  to  c o m p le te  th e  p u m p in g  te sts  q u ic k ly  a n d  th a t no b o d y  

r e a l ly  k n e w  th e  c o rr e c t  sp e c ifica tio n s n eed ed . T h e  e x p e n d itu re  on 

r e p a irs  so f a r  in c u rr e d  w o r k s  to  R s. 39,903.

X V I I .  H I N D U S T A N  H O U S IN G  F A C T O R Y  L I M IT E D

Loss due to Purchase of D efective  Timber.— The  C o m p a n y  h a s b e e n  

o b ta in in g  its  re q u ire m e n ts  o f  t im b e r  th ro u g h  th e  D ire c to r a te  G e n e ­

ra l, S u p p lie s  a n d  D isp o sa ls. In  o rd e r  to  a v o id  a n y  d isp u te  th a t m a y  

a r ise  d u e  to  th e  d e fe c ts  in  th e  q u a h ty  o f t im b e r, th e  C o m p a n y  h a d  
a r ra n g e d  fo r  jo in t  in sp e ctio n  b y  th e  C o m p a n y ’s as w e l l  as th e  S u p p ­

lie r s ’ r e p re s e n ta tiv e s  b e fo re  d esp atch .

A n  o rd e r fo r  th e  p u rch a s e  o f 1,20,000 e ft. e a ch  o f D e o d a r a n d  

K a i l  s le e p e rs  w a s  p la c e d  w it h  th e  C h ie f  C o n s e r v a to r  o f F o rests , 
J a m m u  & K a s h m ir , S r in a g a r  on 27-11-1957 th ro u g h  th e  D .G .S . & D. 

T h e  S to r e s  O fficer o f th e  C o m p a n y  sen t to  K a s h m ir  on 15-11-1959 

in sp e cte d  51,500 eft. o f tim b e r.

T h e  first c o n sig n m en t o f tim b e r  w a s  re c e iv e d  on 15-12-1959. T h is  
w a s  fo u n d  n o t to  c o n fo rm  to  th e  IS I  sp ecificatio n s o f  first g r a d e  and 

th e  C o m p a n y  re q u e ste d  th e  C h ie f  C o n s e rv a to r  o f F o rests , J a m m u  & 
K a s h m ir  on  6-6-1960 a n d  a g a in  on  13/14-6-60 to stop  fu r th e r  su p p lies.
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T h e  C h ie f  C o n s e r v a to r  o f  F o r e s ts , J a m m u  & K a s h m ir ,  h o w e v e r ,  d e s ­

p a tc h e d  th e  e n t ir e  t im b e r  in sp e c te d . I t  h a s  b e e n  s ta te d  b y  t h e  C o m ­

p a n y  th a t  th e  r e p r e s e n ta t iv e s  o f th e  C h ie f  C o n s e r v a to r  o f  F o rests ,. 

J a m m u  a n d  K a s h m ir  in  th e  m e e t in g  h e ld  o n  3-2-1960 d id  n o t a g re e  

fo r  th e  r e - in s p e c tio n  o f  t im b e r .

T h e  c o s t o f  d e fe c t iv e  t im b e r  su p p lie d  to  th e  C o m p a n y  a m o u n te d  

to  R s. 4,40,930/-. I t  h a s  b e e n  s ta te d  b y  m a n a g e m e n t th a t  th e  m a tte r  

is  u n d e r  in v e s t ig a t io n  b y  th e  S p e c ia l  P o lic e  E s ta b lis h m e n t, D e lh i.

X V I I I .  G A K D E N  R E A C H  W O R K S H O P S  L I M I T E D

1. Loss o f Rs. 19,00,000 in  the fabrication w o rk .— T h e  W o r k ­

sh o p s e n te r e d  in to  a n  a g r e e m e n t to  s u p p ly  s t r u c t u r a l  p a r ts  o f  a  c e r ­
ta in  m a c h in e  to  a fo r e ig n  firm  a t  a to ta l p r ic e  o f  R s. 6,92j000. T h e  

a c tu a l  c o st o f  m a n u fa c tu r e  o f  th e  m a ch in e , h o w e v e r  c a m e  to  R s. 25-92 

la k h s . T h is  in c lu d e s  c o st o f  a d d it io n a l ite m s  o f  w o r k  a m o u n tin g  to  

R s. 3 13 la k h s  a n d  is  n e ith e r  c o v e r e d  b y  th e  c o n tr a c t  n o r  a c c e p te d  

b y  th e  firm . T h e  lo ss  on  th is  a c c o u n t th u s  w o r k s  o u t  to  R s. 19,00,000/-. 

I t  h a s  b e e n  s ta te d  b y  the^ w o r k s h o p  th a t  th e  c o n tr a c t  w a s  a  m a id e n  

v e n tu r e  bn  th e ir  p a r t  in  th e  m a n u fa c tu r e  o f  su c h  m a c h in e s  a n d  th e  

lo ss  w a s  d u e  to  d e fe c t iv e  e s t im a te s  p re p a r e d  b e fo r e  th e  p r ic e  w a s  

q u o ted .

2. O bservations o f the Com pany A uditors .— T h e  C o m p a n y  A u d i­

to rs  h a v e  re p o r te d  a b o u t th e  w o rk s h o p s  as u n d e r :—

(a) T h e  o r ig in a l c o s t f ig u r e s  o f  v a r io u s  a ssets  a s  a p p e a r in g  in  

th e  A s s e ts  R e g is te r  c o u ld  n o t b e  re c o n c ile d  w it h  th o se  

a p p e a r in g  in  th e  f ix e d  A s s e ts  S c h e d u le  a tta c h e d  to  th e  

B a la n c e  S h e e t.

(b) S o  fa r  n o s y s te m  o f d e ta ile d  in te r n a l a u d it  h a s  b e e n  e v o lv e d .

(c) T h e  fo u n d r y  re je c t io n s  o f  n o n -fe rro u s  m e ta l w e r e  8 -2 7%  
o f th e  to ta l m e ta l in p u t in  1962-63 a n d  c u tt in g  lo sses in  th e 

t im b e r  w o rk s h o p  w a s  45-03'% of th e  to ta l  t im b e r  p ro cessed .

(d) C o n tr a c ts  w e r e  a c c e p te d  a t p r ic e s  b e lo w  to ta l  cost.

(e) T h e r e  w a s  n o  sc ie n tific  s y s te m  o f p ro c u re m e n t a n d  c o n tro l 

o f  in v e n to r y . I te m -w is e  m in im u m  a n d  m a x im u m  lim its  

o f  s to c k  w e r e  a lso  n o t d e te rm in e d , Tt w a s  a lso  r e v e a le d  

th a t  R iv e ts  a m o u n tin g  to  R s. 2-50 lak/ib w e r e  ly in g  in  s to c k  
s in c e  1957, w h e r e a s  co n su m p tio u  or tn is  d u r in g  1962-63 

w a s  o n ly  n o m in a l. A p a r t  fro m  th is  v a lu e  o f  old , n o n ­

m o v in g  t im b e r  s to re s  a n d  g e n e r a l sto re s  a m o u n te d  to 

R s. 5 1,4 15 /- a n d  R s. 82,766/- re s p e c tiv e ly .
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<f) T h e r e  w a s  c o n s id e r a b le  t im e  la g  b e tw e e n  th e  r e c e ip t  o f  an  

o r d e r  a n d  th e  s t a r t in g  o f  th e  w o r k . In  a  f e w  ca ses  th e  

, ,  w o r k  o n  a  jo b  w a s  a c tu a lly  ta k e n  in  h a n d  a fte r  th e  s t ip u ­
la te d  d e l iv e r y  d a te .

(g )  T h e  d e b ts  o u ts ta n d in g  f o r  m o re  th a n  on e  y e a r  a m o u n te d  

to  R s  25-09 la k h s  o u t o f  th e  to ta l d e b ts  o f  R s. 1-06 c ro re s  

o u ts ta n d in g  as on  31-3-1963.

X I X .  N A H A N  F O U N D R Y  L I M IT E D

1. O bservations of the Com pany Auditors.— T h e  f o l lo w in g  im p o r­

ta n t  p o in ts  h a v e  b e e n  b r o u g h t  o u t b y  th e  C o m p a n y  A u d ito r s  in  th e ir  
S u p p le m e n ta r y  R e p o r t  o n  th e  a cc o u n ts  fo r  1962-63.

(a) A b sen ce  o f an integrated costing system .— T h e  c o s tin g  s y s te m  

th a t  is  b e in g  w o r k e d  a t p re s e n t h a s  to  b e  f u l ly  e x te n d e d  so as to  t ie  

u p  w it h  th e  c o s tin g  re c o rd s  w it h  f in a n c ia l b o o k s. In  th e  a b se n ce  o f  

su c h  a n  in te g r a te d  c o s tin g  s y s te m  th e  v a lu e  p la c e d  on  fin ish e d  p ro ­

d u c ts  as w e l l  as w o rk -in -p r o g re s s  a r e  o n ly  a p p ro x im a tio n s . I t  is  

a lso  n o t p o s s ib le  to  fin d  o u t w h e t h e r  v a r io u s  o v e rh e a d s  a re  b e in g  
c o r r e c t ly  c h a rg e d  o r  not.

(b) T h e r e  is  n o  in te r n a l a u d it  sy stem ,

(c) T h e  b u d g e t  th a t  is  b e in g  c u r r e n t ly  p re p a re d  h a s  m o re  stre ss  
o n  c a s h  tra n sa c tio n s . In  a  c o m m e r c ia l p ro fit s e e k in g  fa c to r y  l ik e  th is  

th e  in co m e  a n d  e x p e n d itu re  sh o u ld  b e  b u d g e tte d , on  a c c r u a l b asis; 

th e  w a y s  a n d  m e a n s p o s itio n  b e in g  fo re c a s t  b y  m e a n s o f  C a s h  flo w  
sta te m e n ts .

(d) T h e r e  a re  n o r e g u la r  h is to r y  sh e ets  m a in ta in e d  in  re s p e c t  o f 

e a c h  m a jo r  p la n t  a n d  m a c h in e r y  w it h  th e  r e s u lt  th a t  n o  re c o rd e d  

d a te s  as to  th e  fr e q u e n c y  a t  w h ic h  th e  m a ch in es  h a v e  b e e n  re p a ire d  
o r  to  b e  re p a ire d  a n d  th e  n u m b e r  o f  h o u rs  fo r  w h ic h  e a c h  m a c h in e r y  

h a s  b e e n  w o r k e d  a re  a v a ila b le . In  th e  a b se n ce  o f  su c h  re c o rd s  it  is 
d ifficvilt to  a sc e r ta in  as to  w h e th e r  a l l  th e  p la n t  a n d  m a c h in e r y  h a v e  
b e e n  e ffe c t iv e ly  u se d  a n d  h a v e  b e e n  k e p t  in  co n sta n t re p a ir .

(e) A  te s t s c r u tin y  o f  th e  s to re  L e d g e rs  r e v e a le d  th a t  c e r ta in  

sto re s  w e r e  n o t issu e d  fo r  lo n g . T h e  c lo s in g  s to c k  o f sto res  h a s 

c o n s id e r a b ly  in crea se d . A p p a r e n t ly  th e re  se e m s to  b e  b lo c k in g  o f 

fu n d s  in  sto re s  a n d  r a w  m a te r ia ls  e v e n  th o u g h  th e  C o m p a n y  h a s  n o t 
m u ch  ca sh  re so u rce s  a n d  h a s to  d e p e n d  u p on  c a sh  c re d it  fro m  th e  

B a n k . T h e  c lo s in g  sto c k  in c lu d e s  a g o o d  m e a su re  o f o b so le te  s to c k s  
as w e ll  as s lo w  m o v in g  a n d  d iffic u lt to  m a rk e t item s.
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( f)  D u r in g  th e  y e a r  1962-63 th e  C o m p a n y  h a s in c u r r e d  a  lo ss o f 

R s . 5-38 la k h s  as a g a in s t  a  p ro fit  o f  R s. 1-26 la k h s  e a r n e d  in  1961-62.

(g ) A  su m  o f R s. 7,301/- w a s  p a id  as d e m u rr a g e  a n d  re -b o o k in g  

c h a rg e s  in  re s p e c t  o f  a  c o n s ig n m e n t w r o n g ly  b o o k e d  fo r  a  d e s tin a tio n  

o t h e r  th a n  th e  on e  m e a n t fo r.
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X X . REPORTS OF COMPANY AUDITORS UNDER THE 
DIRECTIVES ISSUED BY THE COMPTROLLER AND 

AUDITOR GENERAL

In  C h a p te r  I V  o f  th e  A u d it  R e p o r t  (C o m m e r c ia l)  1963, th e  im ­

p o r ta n t  p o in ts  b r o u g h t  o u t b y  G o v e r n m e n t C o m p a n y  A u d ito r s  in  

s p e c ia l re p o r ts  r e c e iv e d  in  p u rs u a n c e  o f  th e  d ir e c t iv e s  is su e d  b y  th is  

o ffice  h a v e  b e e n  d e a lt  w ith . F o r  th e  y e a r  1962-63, su c h  sp e c ia l re p o r ts  

h a v e  b e e n  r e c e iv e d  in  th e  case  o f  42 C o m p a n ie s  so f a r  (7-2-1964). 

S o m e  o f  th e  p o in ts  c o n ta in e d  in  th e se  R e p o rts  h a v e  a lr e a d y  b e e n  

m e n tio n e d  in  th e  p r e c e d in g  p a ra g ra p h s  o f  th is  c h a p te r . O th e r  p o in ts  

■which m a y  b e  o f  in te r e s t  a re  g iv e n  in  th e  s u c c e e d in g  p a ra g ra p h s .

2. System  of A ccounts in B ook -K eepin g .— In  th e  ca ses o f  N a tio n a l 
B u ild in g s  C o n s tru c tio n  C o r p o r a tio n  L im ite d  a n d  In d ia n  D r u g s  a n d  
P h a r m a c e u t ic a ls  L im ite d  th e  A u d ito r s  h a v e  n o t b e e n  a b le  to  “ a u d it  

in  d e p th ” , as a r e s u lt  o f  th e  u n t im e ly  a n d  in c o m p le te  re c e ip t  o f  

th e  r e tu rn s  fro m  th e  U n its  a n d  n o n -re c o n c ilia tio n  o f  th e  su b s id ia ry  

re c o rd s  e tc . In  th e  case  o f  N a tio n a l S m a ll  S c a le  I n d u s tr ie s  C o r p o r a ­

tio n  L im ite d , H in d u sta n  H o u sin g  F a c to r y  L im ite d  a n d  N a tio n a l P r o ­

je c t s  C o n s tru c tio n  C o r p o r a tio n  L im ite d  th e  a cc o u n ts  w e r e  s u b m itte d  

to  th e  A u d ito r s  in  S e p te m b e r, 1963, a lth o u g h  a c c o r d in g  to  th e  in s tru c ­

tio n s  o f  th e  C o m p a n y  L a w  A d m in is tr a t io n  th e  sa m e  sh o u ld  h a v e  b e e n  

c o m p ile d  b y  th e  e n d  o f  M a y , 1963.

3. Internal A ud it .— In  15 C o m p a n ie s, (A p p e n d ix )  n o p ro p e r  
s y s te m  o f in te r n a l a u d it  h a s  so f a r  b e e n  in tro d u ce d  in  sp ite  o f  th e  
fa c t  th a t  th is  w a s  re p o r te d  b y  th e  A u d ito r s  in  th e ir  p re v io u s  re p o rts  
as  w e ll .  T h e  e x is t in g  sy s te m  is  n o t co n sid ered  to  b e  c o m p re h e n s iv e  

a n d  e ffe c tiv e  in  th e  c a se  o f  C o m p a n ie s  m e n tio n e d  b e lo w :—

(i) N a tio n a l M in e r a l D e v e lo p m e n t C o rp o ra tio n  L im ite d .

(ii)  H in d u sta n  A n tib io t ic s  L im ite d .

(iii)  H in d u sta n  H o u sin g  F a c to r y  L im ite d .

( iv )  N a tio n a l C o a l D e v e lo p m e n t C o rp o ra tio n  L td .

(v )  F e r t i l iz e r  C o rp o ra tio n  o f In d ia  L im ite d .



I t  h a s  a lso  b e e n  r e p o r te d  th a t  in  3 C o m p a n ie s  m e n tio n e d  b e lo w , a d e ­

q u a te  in s tr u c t io n s  in d ic a t in g  th e  f in a n c ia l p o w e r s  o f  th e  H e a d s  o f  t h e  

B r a n c h e s  o r  th e ir  s u b o r d in a te s  h a v e  n o t b e e n  is s u e d  o r  c o m p lie d  
w it h ;  —

(i) H in d u s ta n  A n t ib io t ic s  L im ite d .

( ii)  N a t io n a l B u ild in g s  C o n s tr u c t io n  C o r p o r a t io n  L im ite d .

( iii)  P y r i t e s  a n d  C h e m ic a l D e v e lo p m e n t  C o m p a n y  L td .

T h e  m a jo r  C o m p a n ie s  g e n e r a l ly  p r e p a r e  th e ir  B u d g e t s  b u t  in  f e w  

o f  t h e  e s ta b lis h e d  c o m p a n ie s  l ik e  H in d u s ta n  S t e e l  L im ite d , N a t io n a l 

C o a l D e v e lo p m e n t  C o r p o r a tio n  L im ite d , B h a r a t  E le c tr o n ic s  L im ite d , 

H in d u s ta n  I n s e c t ic id e s  L td .,  N a t io n a l S m a ll  In d u s tr ie s  C o r p o r a tio n  

L im ite d  a n d  H in d u s ta n  H o u s in g  F a c to r y  L im ite d , w id e  v a r ia t io n s  

b e tw e e n  th e  B u d g e t  E s t im a te s  a n d  th e  a c tu a ls  w e r e  n o tice d .

4. M anufacturing and Production  A ccounts.— In  th e  c a s e  o f  In d ia n  

R e fin e r ie s  L td . a n d  F e r t i l i z e r  C o r p o r a tio n  o f  In d ia  ( S in d r i U n it)  th e 

s y s te m  o f  s ta n d a r d  c o s tin g  h a s  n o t b e e n  fo rm u la te d .

In  t h e  c a s e  o f  N a tio n a l C o a l  D e v e lo p m e n t  C o r p o r a tio n  a n d  H in d u s ­

ta n  S te e l  - ( B h ila i  S te e l  P la n t  a n d  C o a l W a s h e r ie s  P r o je c t )  p e r io d ic a l 

r e c o n c ih a t io n  o f  -cost a c c o u n ts  w it h  f in a n c ia l a c c o u n ts  is  n o t b e in g  
d on e.

A s  r e g a r d s  H a n d ic r a fts  a n d  H a n d lo o m s E x p o r ts  C o r p o r a tio n  o f  
I n d ia  L im ite d , i t  h a s  b e e n  s ta te d  th a t  th e  c o s t in g  s y s te m  in tro d u c e d  

a t  th e  O k h la  W o r k  C e n t r e  a n d  M o r a d a b a d  O ffice  h a s  r e v e a le d  th a t  

th e  s a m e  w e r e  h o t b e in g  w o r k e d  o u t in  a  s y s te m a tic  m a n n e r  in  as 

m u c h  a s  e x a c t  a llo c a t io n  o f  o v e r h e a d  e x p e n s e s  w a s  n o t  m a d e  n o r  w a s  

th e  p r im a r y  c o s t o f  v a r io u s  c o m p o n e n ts  ta k e n  a t  a c o n sta n t f ig u re .

5. Balance Sheet.— In  th e  c a s e  o f  tw o  C o m p a n ie s , th e  m a x im u m  

a n d  m in im u m  lim its  o f  s to re s  h a v e  n o t y e t  b e e n  fix e d . M o r e o v e r , th e r e  

is  n o  s y s te m  o f p e r io d ic a l  d e te r m in a tio n  o f  s u r p lu s  a n d  u n s e r v ic e a b le  

s to r e s  in  o r d e r  to  e n s u r e  q u ic k  d is p o s a l o f  m a te r ia l  in  e x c e s s  o f  
re q u ire m e n ts .
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A P P E N D I X

L i s t  o f  C o m p a n i e s  w h e r e  t h e r e  i s  n o  p r o p e r  s y s t e m  o f  i n t e r n a l

CONTROL

I. H in d u stan  In sectic id es L im ite d .

2 N a tio n a l In d u stria l D e v e lo p m en t C o rp o ratio n  L td , .

3. F ilm s F in a n ce  C orp o ratio n  L im ite d .

4. In d ian  D ru g s an d  P h a rm a ce u tica ls  L im ited .

5. M o g u l L in e  L im ite d .

6. N a tio n a l In stru m e n ts L im ite d .

7. H in d u stan  P h oto  F ilm s  M a n u fa ctu rin g  Co. L td .

8. K u lu  V a lle y  T ra n sp o rt L im ited .

9. R e h a b ih ta tio n  H o u sin g  C o rp o ratio n  L im ited .

10. N a tio n a l R e se a rch  D e v e lo p m en t C o rp o ratio n  L td .

I I .  P y r ite s  an d  C h e m ica ls  D e v e lo p m en t C o m p an y  L td .

12. H in d u stan  T e le p rin te rs  L im ited .

13. N a h a n  F o u n d ry  L im ited .

14. H a n d icra fts  & H and loom s E x p o rt C orp o ratio n  o f In d ia  L im ite d .

15. S ta te  T ra d in g  C o rp o ratio n  o f  In d ia  L im ited .
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D E P A R T M E N T A L L Y  M A N A G E D  G O V E R N M E N T  

U N D E R T A K I N G S

X X L  I N T R O D U C T I O N

O n  3 1st M a rc h , 1963 th e r e  w e r e  41 G o v e r n m e n t U n d e r ta k in g s  o f  a 

'C o m m e rc ia l o r  q u a s i-C o m m e r c ia l n a tu r e  r u n  d e p a r tm e n ta lly . A  l is t  

o f  th e s e  u n d e r ta k in g s  a r r a n g e d  u n d e r  th e  c o n tr o llin g  M in is tr ie s  w it h  

t h e ir  f in a n c ia l p o s itio n  a s  on  th e  3 1s t M a rc h , 1963 is  g iv e n  in  th e  A n -  
n e x u r e  ‘E ’. T h e  f in a n c ia l r e s u lts  o f  th e  w o r k in g  o f th e s e  u n d e r ­

ta k in g s  a r e  a s c e r ta in e d  a n n u a lly  b y  p r e p a r in g  s ta te m e n ts  o f  a cc o u n ts  

■on a  p r o fo r m a  b a s is  o u ts id e  th e  G e n e r a l  A c c o u n ts  o f  G o v e r n m e n t. 

I n  r e s p e c t  o f  8 d e p a rtm e n ts  r e g u la r  p ro fo rm a  a n n u a l a cc o u n ts , viz.. 
T r a d in g  a n d  P r o f it  a n d  L o s s  A c c o u n t  a n d  B a la n c e  S h e e t  a re  n o t p r e ­

p a re d  b u t  o n ly  S to r e s  A c c o u n t  o r  a n  In c o m e  a n d  E x p e n d itu r e  

A c c o u n t  is  m a in ta in e d . I n  r e s p e c t  o f  6 d e p a rtm e n ts  e ith e r  th e  p r o ­

fo r m a  a c c o u n ts  h a v e  n o t b e e n  r e c e iv e d  o r  r e c e iv e d  so la te  th a t  th e  

a u d it e d  fig u r e s  a re  n o t a v a ila b le  fo r  in c o rp o ra tio n  in  th e  s ta te m e n t 

< F e b ru a r y , 1964).

CHAPTER III
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ANNEXURE 

SUMMARISED FINANCIAL

SI.
N o .

Name of the Department

Ministry of Itidiistry

1. Government Salt Sources, Mandi 

Ministry of Finance

2. India Security Press, Nasik Road
3. Currency Note Press, Nasik Road

4. Govt. Opium Faaory, Neemuch (year
ending on 30-9-1962)

5. Govt. Opium & Alkaloid Works, Ghazi-
pur (year ending on 30-9-62)

6. India Government Mint, Bombay

7. India Government Mint, Calcutta

8. India Government Mint, Hyderabad

9. Assay Department, Bombay

10. Assay Department, Calcutta

11. Silver Refinery Project, Calcutta

Ministry of Works, Housing and Re­
habilitation

12. Publication Branch, Delhi
13. Govt, o f India, Presses .

14. Himachal Pradesh Admn. Press, Simla

Ministry of Information and Broadcast­
ing

15. All India Radio . . '  •
16. Films Division, Bombay .

1 7 .  R a d io  P u b lic a t io n s  . . • •

Govt.
Capital

Block
Assets

Net

Deprecia­
tion upto 

date

Interest 
on Govt. 
Capital

3 4 5 6

i 5j67 11,13 99 40

2,93=0! 1 ,04,09 71.36 9.20

4,25.94 1,78,93 48,55 13,33

97>I4 43 I* 3.15

3,82,83 11,41 16.34 13,06

2,08,02 64.73 3.05 6.65

3,50.7s 1,49.96 97.03 19.93

15.75 4.37 29 56

5,93 29 3*

58 47 6 ••

2,18,84 98,00 4.11* 7.97

.Regular Accounts 

------ do—

- d o -

28,30,79

3Ij94
52,45

7,33,69

17,88

3,37,05

17,10

28,84

1,25

10



‘E ’

R E S U L T S  O F  1962-63

89

(Figures in thousands) .

ProfitC’T') 
Loss(— )

Total
Retiurn

Percentage
of

return REMARKS 
on

Government
Capital
employed

7 .8 9 10

(—) 54 (— ) 14

6i,i6 70,36 24.00

37»il 50,44 n-8
10,94 14,09 14-5 *Depreciation for the year ending 

30-9-1962 only.

1,06,68 1,19,74 31-3

1,28,71 1,35,36 65-1

1,39.78 1,59,71 45-6

( - )  2.28 (—) 1,72

9,19 9,19 154-9 ‘ Depreciation for the year 1962-63 
only.

l>57 1,37 236-2

3,86,99 3,94,96 i80'5 ‘ Depreciation for the year 1962-63 
only.

( - )  76.66 (—) 47,82

34=09 35,34 rio-6

(—) 3,03 (—) 2,93
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I 2 3 4 5 6

Ministry o f Transport and Communica- 
tions

18. Overseas Commtmication Service, 
B o m b a y ......................................... 3=21=49 2,18,50 1 ,33=52 10,07

19 . Lighthouses and Lightships Depart­
ments ......................................... (—) 5,97 4=84,18 35=22

20. Manipur State Transport • • ------ Accounts

21. Himachal Government Transport, 
Simla ,  . . ■ • 90=59 91,70 48,27 2,48

22. Himachal Govt. Transport, Central 
Workshops, Taradevi . 6,86 5,26 2,02 20

23. Himachal Govt. Transport, Central 
Stores, Taradevi

Ministry o f Home Affairs

35=99 27=47 26 1=27

24.. Marine Department (Dockyard) 
A n d a m a n ......................................... — Accotmts

25. Shipping Department, Andaman

26. State Transport Service, Andaman

27. Ferry Service, Andaman .

-Accounts^

-Accounts-

-Accounts-

Ministry o f Food and Agriculture

28. Himachal Pradesh Rosin & Turpentine 
Factory, Nahan

20 Indian Veterinary Research Institute, 
(Livestock, Milk and Milk Pro­
ducts), Izatnagar . . . •

90. Indian Veterinary Research Institute 
(Livestock, Milk and Milk Pro­
ducts), Mukteshwar

91 Indian Veterinary Research Institute 
(Biological Products), Izatnagar .

32. National Dairy Research Institute,
B an ga lore ........................................

33. Reserve Pool o f Fertilizers

34. Quick Freezing Plant, Cold Storage
and Ice Factory, Bombay

35. National Dairy Research Institute,
Karnal . . . •

36. Delhi Milk Scheme

37. Forest Department, Andaman. .

22,69

3.09

7,44,99

6,94

1,64,68

3,95,56

3,10

1,10

6,71

1,58,44

68,97

3,78 61

-Regular Accounts-

-Regular Accounts

9* f

-Regular Accounts

14=72

8,13 26

—Regular Accounts; 

20,59 6,34

j i ,4 0  14 ,9 s
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i , o 8,58 i , i S ,65 3 6 -9

66,64 66,64

not received------

I 4>75 17 .2 3  19

1,3 6  1 ,5 6  2 2 -7

( - )  47 ( + )  80 . 2 -2

not received- 

not received—

not received- 

not received-

2,46 3>°7 1 3 -5

are not prepared----------

are not prepared----------

2 ,1 0  2 ,1 6  6 9 - 9  *D e pre ciatio n  fo r th e  year 19 6 2 -6 3 -
only.

are not prepared----------

8 ,5 0 ,0 7  8 ,6 4 ,7 9  1 1 6 - 0 0

(— )7 19 2-7

are not prepared----------

(—) 10,64 (—) 4=30

Ŝs67 30,6 s 7-7
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I 2 3 4 5 6

Ministry of Health

38. Central Research Institute, Kasauli

39 . Medical Stores Depots

40. Bakery Mineral Water Factory and
Vegetable Garden o f Hospital for 

Mental Diseases, Ranchi

Ministry of Irrigation and Power

41 . Electricity Department, Andaman

8,10 1,67 21* 20 

-----Regular Accounts

38 38 I

---------- Accoiuits
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7 8 9 10

1.57
are not prepared—

i>77 21*9 *Depreciation for the year 1962-63 
only.

( - ) 2 ( - ) 2 -•

not received----------

372 C A G — 7.



1. O perating  C o st.— T h e  fo l lo w in g  ta b le  in d ic a te s  th e  a c tu a l e x ­

p e n d itu re , n u m b e r  o f  p ro g ra m m e  h o u r s  a n d  c o st o f  p ro g ra m m e  p e r  

h o u r  fo r  h te  y e a r s  1959-60 to  1961-62;—

94
XXII. ALL INDIA RADIO

1959-60 1960-61 1961-62

Actual expenditure (In  Rupees) . • 3>74>27=8i 5 4=57.62.764

Number o f programme hours . 1=15.379 1,15,606 1.17.935

Cost o f programme per hour (In Rupees) 324 357 388

In  1961-62 th e  co st o f p ro g ra m m e  p e r  h o u r  in c r e a s e d  b y  20 p e r  

c e n t o v e r  th a t  o f 1959-60. T h e  m a in  re a so n s fo r  th e  h ig h e r  c o st p e r  

h o u r  a re  s ta te d  to  b e  th e  in c r e a se  in  sa la r ie s  a n d  a llo w a n c e s  o f staff, 

re p a irs  a n d  m a in te n a n ce  o f  P la n t, d e p re c ia t io n  on  f ix e d  a sse ts  a n d  

c o lle c t io n  c h a rg e s  on  h c e n c e  fe e s , etc .

2. Radio P u b lica tio n s .-(a )  T h e  A l l  In d ia  R a d io  p u b lish e s  p ro ­
g ra m m e  J o u rn a ls  in  A ssa m e se , B e n g a li, E n g lish , H in d i, G u ja r a t i,  

T a m il, T e lu g u  a n d  U rd u . T h e  J o u r n a l in  E n g lis h  is  p u b lis h e d  w e e k ly  
a n d  th e  o th e rs  fo r tn ig h t ly  a n d  c o n ta in  fo rth c o m in g  p ro g ra m m e s  a n d  
re a d in g  m a te r ia l  b a se d  o n  b ro a d c a s t scrip ts. A  c o m p a ra tiv e  s ta te ­

m e n t o f  in co m e  a n d  e x p e n d itu re  o f a l l  th e  ra d io  p ro g ra m m e  J o u rn a ls

1959-60 1960-61 1961-62 1962-63

Rs. Rs. Rs. Rs.

I. Total income . 13.44.019 14:34.602 16,66,065 16,84,002

2. Expenditure • 15.99.638 16.75.436 19,69.698 19,87,208

3 . Loss • ■ 2,55,619 1 ,90,834 3.03.633 3,03,206

I t  m a y  b e  seen  tro m  tn e  a o o v e  i ig u x ..  
th e  lo ss in  1962-63 in cre a se d  b y  a b o u t 58-9 p e r  cen t. I n  1962-63 th e re  

w a s  a  f a l l  in  c irc u la tio n , in  th e  case  o f a ll jo u rn a ls  v a r y in g  fr o m  3-6 

p e r  ce n t to  25 -9 p e r  ce n t a s  co m p a re d  to 1961-62. I t  h a s  b e e n  sta te  
th a t th e se  lo sses w e r e  m a in ly  d u e  to  in crea se  in  p r in tin g  < ;^ rg e s  o f 

th ese  jo u rn a ls . T h e  q u e stio n  o f  r e v is in g  th e  s e lh n g  p r ic e  o f  jo u rn a ls  

w h ic h  w a s  la s t  f ix e d  in  1958-59 sh o u ld  b e  con sid ered .



I

f 3. A greem en t w ith the N ew s A g en cy .— P a y m e n ts  to  th e  e x te n t  o f  

R s. 59,583, R s. 63,750, R s. 63,750 a n d  R s. 82,500 p e r  m o n th  w e r e  m a d e  

to  a N e w s  A g e n c y  fo r  th e  s u p p ly  o f n e w s  ite m s d u r in g  1959-60, 
1960-61, 1961-62 a n d  1962-63 r e s p e c t iv e ly  on ad hoc  sa n ctio n s. S in c e  

su c h  p a y m e n ts  w o u ld  c o n tin u e  fr o m  y e a r  to  y e a r  i t  is  e ss e n tia l to  

h a v e  p ro p e r  a g re e m e n t e x e c u te d  w it h  th e  N e w s  A g e n c y  f ix in g  th e  

ra te s , etc . r e g u la t in g  th e s e  p a y m en ts .
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1961-62 L ia b il it ie s

R s . 

9>29,9T>468 

17)30,9i>3°0

53.84,943

1,770

2,93,94,785

3,54,552

A l l  I n dia  R adio

General Balance Sheet «s on 31st March, 1963

G o v e r n m e n t  C a p it a l  .

G o v t .  C u r r e n t  A c c o u n t

S u n d r y  C r e d it o r s  

C a s h  S e c u r i t y  D e p o s i ts  

D e p r e d a t io n  R e s e r v e  .

Undischarged Liability 

Audit Fee

1962-63

R s .

1961-62 A s s e ts
1962-63

R s .
Rs. R s .

30,12,24,818

1 0 ,7 0 ,7 4 ,4 3 4 9,44,54,302 F i x e d  A s s e t s :
( i )  A s  p e r  C a p it a l  A c c o u n t  i 0 ,7 0 j7 4 j4 3 4

17,60,04,727 ( 2 )  A s  p e r  R e v e n u e  A c c o u n t
1 0 ,8 5 ,0 3 ,3 3 3

6 6 ,4 0 ,4 3 3 1,17,70,662 S t o r e s  a n d  S p a re s  ■ • • •
1,28,40,932

3,720 6 8 ,0 0 6 S t o r e s  in  T r a n s i t  . • • • 64,323

3 , 3 7 ,0 5 ,3 3 4 1 ,9 5 ,3 5 1 S u n d r y  D e b t o r s  . . • • 1 ,8 5 , 1 7 7  g

1,770 C a s h  S e c u r i t y  D e p o s i t s
3,720

5 , 6 3 ,4 8 9 9 4 ,5 6 0 P r e p a id  E x p e n s e s  . . • •
1,06,681

4 5 , 7 9 8 C a s h  i n  h a n d  . • •
26,217

29,184 S e r v ic e  S t a m p s  . . . • 34,506

1 9 ,4 5 ,6 5> i8 5

E x c e s s  o f  e x p e n d it u r e  o v e r  I n c o m e  f r o n i  
1933 t o  1963. L e s s  r e v a lu a t io n  o f  

a s s e ts  R s .  5 ,5 4 7 / - .............................................
20,22,25,248

3 2 , 3 9 ,9 2 , 1 3 7 30,12,24,818 3 2 , 3 9 ,9 2 , 1 3 7



Revenue Account for the year 31st March, 1963
1961-62 Exoenditure 1962-63 1962-63 1961-62 Income 1962-63

Rs.

1,54,26,250

1,06,53,146

T o;—

Salaries, Allowances, Honoraria etc.

Paynaents to performing Rights Society- 
News agencies-Publicity programmes. 
Artists, etc...............................................

62,48,405 Power, Lighting, Telephone and other 
iVIisc. Expenditure . . . .

46,076

36,89,130

1,71,846

14,48,121

49,65,848

1.99,987

25,60,080

21,40,411

<9.70,781

5,35,20,081

Purchase o f Gramophone Records .

Maintenance & Repairs including hire of 
furniture & equipment

Royalty ........................................

Pension & gratuity charges .

Depreciation;
(а) Fixed Assets (Capital) 44,98,968
(б) Fixed Assets (Revenue) 2,92,533

Audit Charges . . . . .

Interest . . . . . .

Head Quarters Charges

Collection charges on Licence Fees or 
charges for antipiracy v/ork paid to Posts 
& Telegraphs Department

Rs.

1,66,50,660

1,14,21,557

64,22,260

80,723

35,07,121

i> 9 4 .4 5 4

16,78,046

47>9I.5°I

2,08,937

28,83,772

20,32,387

7I»45.487

Rs.
-  ■ B y ; -  

4,19,76,052 Licence Fees 

4.99.753 Misc. Receipts 

1,10,44,276 Excess o f expenditure ever Income

Rs.

4 .89.77.692

3,73.603

76,65,610

5,70,16,905 5,35,20,081 5.70., 16,905



A ll  India  R a d io

Balance Sheet of Radio Publications as on the 31st March, 1963

1961-S2 Liabilities 1962-63 1961-62 Assets 1962-63

Rs.

50,06,766 Government Capital . 

2,59,657 Sundry Creditors 

17,000 Cash Security Deposits

Undixharged Liability 

22,7J3 Audit Fee .

53,06,176

Rs.

52.44 j534

5,06,718

29,632

57,80,884

Rs.

6)835 Block Assets (Net) . 

2,40,871 Stock in hand 

2,14,468 Sundry Debtors 

203 Prepaid Expenses 

17,000 Cash Security Deposits 

17,231 Cash in hand .

48,09,568

53,06,176

Excess o f Expenditure over income 
from 1934-35 to 1962-63

Rs.

16)597
4,23,461

2,15,564

T13

12,375

51,12,774

57,80,884

CO
CO



All India Radio

Income and Expenditure Account of the Radio Publications for the year ended 31st March, 1963

1961-62 Expenditure 1962-63 1961-62 Income 1962-63

Rs. Rs. Rs. Rs.

T o :— B y : -

2,23,507 Salaries, Allowances & Pension Contributions 2,40,911 1, 10,286 Subscription . . . . . 1=07,089

11 ,79,400 Printing, Stationery Blocks and Cartoons etc. 1 1 ,08,196 4=78=758 Advertisements . . . . 4=43=144

1 ,53.872 Miscellaneous Expenses 1,99=639 10,68,245 11 ,23,616

3=315531 Commission on Sales & Advertisements 3=80,985 8=776 Miscellaneous Receipts 10,153

16,343 Bad D e b t s ........................................ 50 3=03=633 Excess o f Expenditure over Income . 3,03,206

I9>03I Interest on Capital 9=995

9=536 Audit F e e .................................................. 6=879

42,220 Head Quarters Charges 39=365

(— )5,742 D e p r e c ia t i o n ........................................ 1,188

19,69,698 19,87,208 19=69=698 19,87=208

CDCO



1. In June, 1948, Government of India decided to set up a Silver 
Refinery for extracting silver from Quaternary Alloy Coms at the 
rate of 23 million ounces of fine silver per armum.

2. Project Estimate— A  firm of Chemical Engineers were appoint­
ed in May, 1950 for finalising the plans and specification of the 
refinery. The cost of the Project was estimated at about Rs. 60 lakhs. 
When global tenders were invited for the work, not a singte ten er 
was received for the work as designed by the firm of Chemical 
Engineers and the Govermnent had therefore, to accept an alternative 
process of another foreign firm. Consequently, the
the firm of Chemical Engineers was terminated after makmg a
payment of Rs. 2-4 lakhs.

3 Delay in Commissioning of the R efinery.-ln  March, 1953, an 
Ageem ^S was entered into with a foreign firm for the supply of 
machinery, and in 1956, another agreement was entered into wHh 
an Indian firm for erection, testing and commissiomng of the Plan 
wit“ assistance of the foreign firm referred to above. Accordmg 
to these agreements, the Plant was to 6e commissioned in November.

A iSuary Departme’nt. The technicians
April. I960 without formally handmg over the Plant.

In this Report.
Committee s recommen Estimates Com-

,t a . the . . . . . .  .houH  be which
respMsibihty lor „  „„te ,to c ,c l that after the

" t h T i r w ^ e . ^ t h e c  th,
firm have also been settled.

When th , ,de . „< .em .et, “ ^ ' e . r t o  " e L 'e r .^  
that it would start functioning J  Govern-

the Quaternary L d  lease agreement during the W orld

100
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4. Future S et-u p .— T h e  e x tr a c t io n  o f  s i lv e r  fr o m  th e  a v a ila b le  

s to c k  o f  Q u a te r n a r y  A l lo y  C o in s  (255 m illio n  ou n ces) w o u ld  k e e p  th e  

r e f in e r y  b u s y  fo r  a p e r io d  o f 5 to  7 y e a rs . I t  h a s  b e e n  sta te d  th a t 

w h e n  n o  lo n g e r  re q u ire d  th is  re f in e r y  c a n  b e  c o n v e rte d  in to  a  C o p p e r  ̂

R e fin e ry  w ith o u t  a n y  m a jo r  m o d ifica tio n s.

5. S ystem  of A ccounts .— B o o k s  o f  a cc o u n ts  a re  m a in ta in e d  on a 

ca sh  b a sis  a n d  P r o fo r m a  A c c o u n ts  a re  p re p a re d  a t  th e  e n d  o f  th e  

y e a r , as in  th e  ca se  o f  o th e r  D e p a rtm e n ta l im d e r ta k in g s . I t  h as 

h o w e v e r , b e e n  sta te d  b y  th e  M a n a g e m e n t th a t n e c e s s a r y  ste p s a re  

b e in g  ta k e n  to  s w itc h  o v e r  to  d o u b le  e n tr y  sy ste m .

There is no system of costing in the Department with the result 
that the cost per ounce of refined silver cannot be accurately 
ascertained.

O T H E R  T O P I C S  O F  I N T E R E S T  

X X I V .  A S S A Y  D E P A R T M E N T

Unnecessary purchase of equ ipm ent.— T h e  c o m b in ed  office of 

A s s a y  D e p a rtm e n t a n d  S i lv e r  R e fin e ry  P r o je c t , C a lc u tta  p u rch a se d  

in  M a y , 1957 an  X - R a y  D iffra c t io n  P la n t  a t a co st o f R s. 22,293 

in c lu s iv e  o f in s ta lla tio n  ch a rg e s. T h e  e q u ip m e n t, h o w e v e r , cou ld  
n o t b e  b ro u g h t u n d e r  u se  fo r  w a n t  o f  c e r ta in  co m p o n en ts  an d  

a ccesso ries.

The A s s a y  D e p a rtm e n t w a s  b ifu r c a te d  fro m  th e  S i lv e r  R e fin e ry  

in September, 1960 a n d  th e  e q u ip m e n t w a s  transferred to  th e  A s s a y  

D e p a rtm e n t on th e  19th  Ju n e, 1961. A n  e x p e n d itu re  o f  R s. 1,000 

w a s  in c u rr e d  on its  d is m a n tlin g  an d  re in sta lla tio n . T h e  A s s a y  

Department also  p ro cu re d  sp a re  p a r ts  w o rth  R s. 205 b u t th e  e q u ip ­

m e n t h a s n e ith e r  b e e n  fo u n d  u s e fu l in  th e  n e w  set u p  n o r d isp osed  of 

so f a r  (D e cem b e r, 1963). T h u s  th e  e x p e n d itu re  o f  Rs. 23,498 h as 

p ro v e d  in fru c tu o u s.

X X V . T H E  G O V E R N M E N T  O F  IN D IA , P U B L I C A T I O N  B R A N C H  

C o m m e n t on A c co u n ts .

(1)  Stock Ledgers .— T h e  sy s te m  o f  m a in ta in in g  S to re s  L e d g e rs  

sh o w in g  th e  q u a n tity  o f re c e ip ts , issu es a n d  re tu rn s  etc. w a s  in tro ­

d u ce d  in  th e  P u b lic a tio n  B ra n c h  in  1960, in  p re fe re n c e  to  th e  “ B in  

C a r d ” sy stem . T h e  q u a n tity  le d g e rs  h a v e  n ot so fa r  b e e n  re c o n cile d  
w ith  th e  p r ic e d  le d g e rs  to  e n su re  th e  a c c u ra c y  o f  p ostin g.

101
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(2) Physical verification.— The physical verification o f stock for 
5 years upto 1961-62 has revealed excesses and shortages as compared 
with the figures in the stock ledger, as shown below : —

102

Year Excesses Shortages

Rs. Rs.
1957-58 ........................................ ........................................ 14=259 44,221

1958-59 ........................................... • ■ • . . 1,94.^39 4,22,064

1959-60 ........................................ ........................................ 2,064 6,125

1960-61 ........................................ ........................................ 2,292 3=691

1961-62 ........................................ ............................ 1 ,47.631 5,00,630

The management have stated that upto 1960-61 only partial stock­
taking was being done. In the year 1961-62 when complete stock­
taking was undertaken considerable excesses and shortages were 
noticed.

(3) Sundry Debtors.—A n  amount of Rs. 3,44,096 was outstanding 
for collection on 31st March, 1963 out of which Rs. 1,09,483 were out­
standing for more than 3 years.

N e w  D e l h i ;

The iviuiica,

P. K. SEN,
Director o f Commercial Audit.

Countersigned.

N e w  D e l h i ;

The aetJi MVrch, 1964.

A. K. ROY,
Comptroller and Auditor General o f India.

G M G IP N D — T̂. S. Wing— 372 CAG (6219)— 21- 3- 1964— 2150.



(2 ) Physical verification.~The physical verification of stock for 
years upto 1961-62 has revealed excesses and shortages as compared 

with the figures in the stock ledger, as shown below  —

102

Year
Excesses Shortages

1957-58

1958-59

1959-60

1960-61

1961-62

Rs. Rs.

14^259 44,221

I)94=6'39 4)22jo64
2,064 6,125

2,292 3,691

1,47,631 5,00,630

The management have stated that upto 1960-61 only partial stock- 
takmgwas being done. In the year 1961-62 when complete stock- 
takmg was undertaken considerable excesses and shortages were 
noticed.

(3) Sundry Debtors.—An amount of Rs. 3,44,096 was outstanding 
for collection on 31st March, 1963 out of which Rs. 1,09,483 were out­
standing for more than 3 years.

N e w  D e l h i ;

The Muiiva, iy64.

P. K. SEN, 
Director of Commercial Audit.

Countersigned.

N e w  D e l h i ;

The Mirch, 19S4.

A. K. ROY, 
Comptroller and Auditor General of India.

GMGIPND—T . s. Wing— 372 CAG (6219)—21- 3- 1964— 2150.
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